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C O M M O N W E A L T H  O F  KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 97-516 
GLENWOOD HALL RESORT & COUNTRY CLUB 

I, Helen C. Helton, Executive Director of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission’s Order in the above case was 
served upon the following by U.S. Mail on June 2,  1998. 

See attached parties of record. 

I HCH/hv 
Enclosure 
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Linda D D u m  
As'sistant corporate Secretary 
I409 Weiler Boulevard 
Fort Worth, TX. 76112 

Yr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY. 40222 

!4r. William Blick 
33 Adam Belle Court 
Perry Park, KY. 40363 

qonorable David E. Spenard 
Xssistant Attorney General 
I024 Capitol Center Drive 
Trankfort, KY. 40601 8204 

lr. Wm. F. Conrad 
72 Springport Drive 
?erry Park, KY. 40363 

tonorable Rlchard L. Roeding 
:ha irman 
Senate Republican Caucus 
;tate Capitol Annex 
ioom 257 
'rankfort, KY. 40601 

tonorable Katherine K. Yunker 
it torney 
( 3 6  Euclid Avenue, Suite 301 
' 0 Box 21784 
>exington, KY 40522 1784 



In the Matter of: 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

THE APPLICATION OF I.C.H. 
CORPORATION NK/A GLENWOOD 
HALL GOLF & COUNTRY CLUB, ) 
WATER & SEWER DIVISIONS FOR A ) CASE NO. 97-516 

THE ALTERNATIVE RATE FILING 1 
RATE ADJUSTMENT PURSUANT TO 

PROCEDURE FOR SMALL UTILITIES 

O R D E R  

On December 22, 1997, I.C.H. Corporation alWa Glenwood Hall Golf and 

Country Club, Water and Sewer Division (“Glenwood Hall”) filed applications for 

increases in water and sewer rates to be effective immediately. Commission Staff 

conducted a financial review of Glenwood Hall’s operations, the results of which were 

included in a report issued on February 3, 1998 (“Staff Report”). The Staff Report 

recommended revenue increases of $71,736.54 for the water operations and 

$20,704.61 for the sewer operations. 

The Commission, by Order of February 27, 1998, in response to Glenwood Hail’s 

request for emergency rate relief, scheduled a hearing which was held on March 23, 

1998. At that hearing, Staff entered an Amended Staff Report into the record, which 

included previously omitted water revenues in the amount of $1,360.1 1. The Attorney 

General filed an exhibit into the record, which all parties accepted, recalculating the 

sewer rate at $13.33. The Commission entered an Order on April 15, 1998, which 

found that the rates as contained in Appendix A would produce gross annual water 



also found those rates to be the fair, just, and reasonable rates unless probative 

evidence to the contrary was filed. 

The Commission determined that the correct operating name of the utility is 

I.C.H. Corporation a/k/a Glenwood Hall Golf & County Club. 

The Commission set a time period of 30 days from April 15, 1998, in which any 

interested party could file additional evidence or request a hearing regarding the 

determination of the final rates. 

I 

Neither additional evidence nor a request for a hearing regarding the final rates 

has been filed with the Commission. 

The Commission, after considering the record herein and being sufficiently 

advised, finds that: 

1. No additional evidence or a request for a hearing has been filed within the 

time set by the Commission. 

2. The recommendations and findings contained in the Staff Report and 

Amended Staff Report are supported by the evidence and record, are reasonable, and 

are hereby adopted as the findings of the Commission and are incorporated by 

reference as if fully set out herein. 

3. The rates in Appendix A, attached hereto and incorporated herein, are the 

fair, just, and reasonable rates for Glenwood Hall and will produce gross annual 

revenues of $97,135.50 for the Water Division, and gross annual revenues of 
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$29,584.61 for the sewer division. 

revenues to meet its operating expenses. 

These rates will allow Glenwood Hall sufficient 

IT IS THEREFORE ORDERED that: 

1. The rates proposed by Glenwood Hall in its application are denied. 

2. The rates in Appendix A of this Order are approved for service rendered 

by Glenwood Hall on and after the date of this Order. 

3. The rates approved herein, being the same rates approved in the interim 

rate Order of April 15, 1998, require no refund. 

4. Within 30 days of the date of this Order, Glenwood Hall shall file with the 

Commission its revised tariff setting out the rates approved herein. 

Done at Frankfort, Kentucky, this 2nd day of June, 1998. 

By the Commission 
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APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMlSlON IN CASE NO. 97-516 DATED JUNE 2, 1998 

The following rates and charges are prescribed for the customers in the area sewed 

by Glenwood Hall Golf & Country Club. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of this 

Commission prior to the effective date of this Order. 

Water Division : 

First 2,000 Gallons 
Next 8,000 Gallons 
Over 10,000 Gallons 

Sewer Division: 

All usage 

Monthlv Rate 

$19.54 Minimum Bill 
11.80 Per 1,000 Gallons 
9.97 Per 1,000 Gallons 

$13.33 Flat Rate Bill 



CERTIFICATE OF SERVICE 

RE: Case No. 97-516 
GLENWOOD HALL RESORT & COUNTRY CLUB 

I, Helen C. Helton, Executive Director of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission’s Order in the above case was 
served upon the following by U.S. Mail on April 15, 1998. 

See attached parties of record. 

I E 

&d*m 
Executive Director 

HCH/hv 
Enclosure 
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COMMONWEALTH OF KENTUCKY 

THE APPLICATION OF I.C.H. 1 
CORPORATION NWA GLENWOOD 1 
HALL GOLF AND COUNTRY CLUB, 1 
WATER & SEWER DIVISION FOR A 
RATE ADJUSTMENT PURSUANT TO 1 

PROCEDURE FOR SMALL UTILITIES ) 

CASE NO. 97-516 

THE ALTERNATIVE RATE FILING 

O R D E R  

On December 22, 1997, Glenwood Hall Golf & Country Club, Water and Sewer 

Divisions (“Glenwood Hall”) filed applications for increases in water and sewer rates to be 

effective immediately. By Commission Order dated January 30, 1998, an informal 

conference was scheduled for February 10, 1998 to discuss Glenwood Hall’s application 

with all parties of record. Commission Staff conducted a financial review of Glenwood Hall’s 

operations, the results of which were included in a report issued by the Commission on 

February 3, 1998 (‘Staff Report”). The report recommended revenue increases of 

$71,736.54 for water operations and $20,704.61 for sewer operations. All parties were 

allowed no more than 10 days from the date of the Order, or 90 days after the application 

was filed, whichever was later, to provide written comments regarding the Staff Report or 

request a hearing. 

~ 

Parties of record in attendance at the informal conference were Commission Staff 

and representatives of Glenwood Hall. Glenwood Hall indicated that it was requesting an 

immediate rate increase. By Order dated February 11, 1998, the Commission found that 

there was good cause to deviate from the requirement that all written comments and 



requests for hearing be filed within 90 days from the application's file date. The 

Commission then ordered that all such comments and requests be filed on or before 

February 20, 1998 or the case would stand submitted for decision. There were no 

comments or request for hearing filed within the prescribed comment period; however, on 

February 23, 1998, the Commission received a verbal request by an intervenor for an 

extension of time to file. That request was granted. 

To address Glenwood Hall's request for emergency rate relief, the Commission, by 

Order dated February 27, 1998, scheduled a hearing that was held on March 23, 1998. In 

attendance at the hearing were representatives of Glenwood Hall, Commission Staff, 

numerous customers of Glenwood Hall, and intervenors William F. Conrad and David E. 

Spenard, Esq., of the Attorney General's office. 

At the hearing, Staff entered an Amended Staff Report into the record. This 

amendment was necessary because water revenues in the amount of $1,360.1 1 had been 

inadvertently omitted from the original Staff Report. All parties agreed to the admittance 

of the Amended Staff Report. 

The Attorney General proposed to enter AG Exhibit I into the record that revised 

Appendix F as attached to the original Staff Report. Mr. Spenard contended that such a 

revision was necessary because Staff had made an error when calculating the sewer flat 

rate of $13.50 and that the correct rate was $13.33. Staff agreed with the Attorney 

General's position and accepted AG Exhibit 1 into the record as Staffs revised Appendix 

F. Regarding Staffs Cost of Service Study, the Attorney General proposed to move an $89 

depreciation allocation from the customer category to the demand category. Upon further 
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review of the depreciation expense, the allocation was amended to include the full cost of 

depreciating a pump in the demand category. The rates for the water division in Appendix 

A have been adjusted accordingly. 

Many comments and complaints were made by the intervenors and customers of 

Glenwood Hall regarding the amount of the rates recommended in the Staff Report and the 

quality of service that had been provided to them by Glenwood Hall. The Attorney General 

made the only formal motion to reduce the rates to be approved in this case by introducing 

AG Exhibit 2 into evidence. This exhibit contained a monthly sewer flat rate of $12.53 and 

was titled "Appendix F, Staff Report Case 97-51 6, Recommended Rates, Sewer Division, 

(Attorney General's Position)." AG Exhibit 2 did not express a position on the proposed 

rates for water service. The Attorney General stated that the rate contained in AG Exhibit 

2 was calculated by reducing Staffs recommended net operating income of $3,550.15, as 

calculated on Appendix C of the Staff Report, by half or $1,775.08. The Attorney General 

had no witness to sponsor this exhibit and presented no evidence as to the 

reasonableness or necessity for such an adjustment to Staffs recommendation. 

Staff presented direct testimony as to the contents of its report and was cross- 

examined by legal counsel of Glenwood Hall and by all intervenors who were present and 

who wished to ask questions. No evidence, except for AG Exhibit 2, was entered into the 

record that was contrary to the contents of the Staff Report, and no party of record 

disputed Glenwood Hall's claim that its credit or operations would be materially impaired 

or damaged by the failure to permit the rates to become effective immediately. 
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The Commission, after considering the evidence of record and being otherwise 

sufficiently advised, finds that: 

1. Glenwood Hall's pro forma present rate net operating loss from water 

operations is $58,720.20 and is shown in Appendix A of the Amended Staff Report. 

2. Glenwood Hall's pro forma present rate net operating loss from sewer 

operations is $17,154.46 and is shown in Appendix B of the original Staff Report. 

3. The monthly sewer flat rate of $13.33, as presented in AG Exhibit 1, is the 

correct sewer rate that is supported by the findings in the Staff Report. 

4. The rates in Appendix A, attached hereto and incorporate herein, will 

produce gross annual water and sewer revenues of $97,135.50 and $29,584.61, 

respectively, and are the rates that this Commission will find to be the fair, just, and 

reasonable rates for Glenwood Hall unless probative evidence to the contrary is filed. 

5. Glenwood Hall's credit or operations will be materially impaired or damaged 

by failure to permit the rates included in Appendix A to become effective immediately. 

6. Any additional evidence or request for hearing regarding the final rates to be 

approved by this Commission must be filed within 30 days from the date of this Order. Any 

such evidence or request will be considered by the Commission and must be adequately 

supported. 

IT IS THEREFORE ORDERED that: 

1. 

2. 

Glenwood Hall's request for emergency rate relief is granted. 

Glenwood Hall's requested rates as contained in its application are denied. 
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3. The rates contained in Appendix A shall be effective, subject to refund, on 

and after the date of this Order. Glenwood Hall shall maintain its records in such manner 

as will allow determination of any amount to be refunded in the event one is ordered upon 

final resolution in this matter. 

4. Any additional evidence or request for hearing regarding the final rates to be 

approved by this Commission shall be filed within 30 days from the date of this Order. 

5. The record shall be amended to show the utility’s filing name as I.C.H. 

Corporation a/k/a Glenwood Hall Golf & Country Club. 

6. Within 30 days of the date of this Order, Glenwood Hall shall file with the 

Commission its revised tariffs setting out the interim rates approved herein. 

Done at Frankfort, Kentucky, this 15th day of April ,  1998. 

By the Commission 

ATTEFT: I J& ?,& 
Executiv Director 

c--Udj€. ?,* 
Executiv Director 



Water Division: 

First 2,000 Gallons 
Next 8,000 Gallons 
Over 10,000 Gallons 

Sewer Division: 

All usage 

Monthlv Rate 

$19.54 Minimum Bill 
11.80 Per 1,000 Gallons 
9.97 Per 1,000 Gallons 

$13.33 Flat Rate Bill 

e 0 

APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMlSlON IN CASE NO. 97-516 DATED APRIL 1 5 ,  1998 

The following rates and charges are prescribed for the customers in the area served 

by Glenwood Hall Golf & Country Club. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of this 

Commission prior to the effective date of this Order. 



March 19, 1998 

Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfurt, Kentucky 4 1062 

e 
ICH CORPORATION 

0 
1409 Weiler Boulevard 

Fort Worth, Texas 76112 

(817) 446-7140 - Fax 
(817) 446-4224 

MAR 2 0 1998 
PUBLIC SEHtlC'E 

COMMlSSlON 

Mr. William F. Conrad 
22 Spring Port Drive 
Perry Park, KY 40363 

Hon. Richard L. Roeding 
Chairman, Senate Republican Caucus 
State Capitol Annex, Room 257 
Frankfort, KY 4060 1 

RE: ARF Application of Glenwood Hall Golf & Country Club, Water & Sewer Divisions; 
Case No. 97-5 16 

Due to an oversight, I used an incorrect Service List when sending out documents on February 11, 1998. I 
sincerely apologize for this error and am by this letter certifylng that the following items have been mailed, 
in the above referenced Case No. 97-5 16, to Mr. William F. Conrad and the Honorable Richard L. Roeding 
(previously sent to the PSC, Hon. David E. Spenard, Mr. William Blick and Mr. David Chervenak): 

A. 
B. 
C. 
D. 

Certificate of Incorporation of ICH Corporation 
Certificate of Designation of ICH Corporation 
Certificate of Ownership ICH Corporation 
Letter to Helen C. Helton, Executive Director of PSC, dated 2/10/98 which includes a brief 
narrative history of ICH Corporation. 

I apologize for my error and any inconvenience it may have caused. 

Sincerely, 

Linda D. Dunn 
Assistant Corporate Secretary 

CC: Katherine K. Yunker, Attorney at Law 

Enclosures: As stated 



February 10, 1998 

Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, Kentucky 40602 

ICH CORPORATION 
1409 Weiler Boulevard 

Fort Worth, Texas 76112 
(817) 446-4224 

(817) 446-7140 - Fax 

RE: Case No. 97-5 16 
Glenwood Hall Resort & Country Club 

Attached is the information requested in reference to the above referenced Rate Application. 

I have enclosed the original (A) Certificate of Incorporation of ICH Corporation, the legal owner/operator 
of the Utilities. I have also enclosed a copy of the (B) Certificate of Designation of ICH Corporation and a 
copy of the (C) Certificate of Ownershlp merging ICH Corporation and Southwestern Life Corporation (the 
originals of items B BL C were left with Mr. J. R. Goff on the morning of 2/10/98). 

.I must apologize for the confusion associated with the name of the Utility OwnedOperator. 

As you can see from the attached documents, Southwestern Life Corporation and ICH Corporation are the 
same entity. ICH Corporation emerged from Bankruptcy on 2/19/97 having retained Perry Park Resort, 
Inc. as one of its assets. Perry Park Resort, Inc. is a Kentucky Corporation fully owned by ICH 
Corporation. The utilities (both water and sewer) have always been owned by ICH Corporation. 
Glenwood Hall is the name of the “club” at Perry Park Resort, and is the name most commonly used when 
referring to Perry Park Resort, Inc., where the utilities are located. 

By this letter I am requesting that you reference the name of ICH Corporation, the correct name of the 
Utility Owner/Operator on the above referenced Rate Application. 

Should you have any M e r  questions, please do not hesitate to contact me at (817) 446-4224. 

Sincerely, 

Linda D. Dunn 
Assistant Corporate Secretary 



State Gf Delaware 
PAGE 1 

Oflice of the Secreta y of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE CERTIFICATE OF OWNERSHIP, WHICH 

MERGES : 

It I. C . H . CORPORATION", A DELAWARE CORPORATION, 
WITH AND INTO "SOUTHWESTERN LIFE CORPORATION" UNDER THE NAME 

OF "I.C.H. CORPORATION", A CORPORATION ORGANIZED AND EXISTING 

UNDER THE LAWS OF THE STATE OF DELAWARE, WAS RECEIVED AND FILED 

IN THIS OFFICE THE SIXTH DAY OF OCTOBER, A.D. 1995, AT 1 O'CLOCK 

P.M. 

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID 

CORPORATION SHALL BE GOVERNED BY THE LAWS OF THE STATE OF 

DELAWARE. 

02-02 - 98 981039917 DATE: 



I 0 
state of Dela ware 

0 
I PAGE 1 
I Oflice of the Secretary of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE COURT ORDERED RESTATED CERTIFICATE OF "I.C.H. 

CORPORATION", FILED IN THIS OFFICE ON THE TWENTY-FOURTH DAY OF 

FEBRUARY, A.D.  1997, AT 9 O'CLOCK A.M. 

I 

I 

0 8 3 7 4 4 5  8100 

971443355 

8830803 ALTHE\TCAnON: 

DATE: 
12-23-97 



.&W?JDED XVD RESTATED 

CERTIFICATE OF INCORPOR4TION 

OF 

IC H C O ~ F U T I O Y  

I C .H Corponrion a corporaxion existing under ihe laws of the Sme of Delaware 
(hcrcimAcr calkd rht ‘Corporation”j. does hereby ceniQ- 

FIRST: The taam of the Corporation is 1 C H Corporation 

THIRD: Thr o n y d  Cctlificrtc uf 1wurpr.tiun of thc Curpration u s  
filed with the Secrclan of Staic of the Stale of DeLwre on April 22, 1977 

FOURTH: Jhrs Amended and Rcnated CcrMatc  of Incorporatkn k king 
ctfccrcd plnuam to Scabm 245 and 303 ot’the Dehuvt Genenl Corporalion Law 

Prmision for tk mal;rn_~ of ihic ?mcdd a d  Rcctatcd Ccrtifkte of 
Incorporation of tk Corpratkn i c  contained in t k  Fira Amcdcd hint Pbn of 
Reorganization of I C H Corporation GUa Southurslem Life Chrporation, md6 1 C.H 
Corponlion SML Holding Corporniioq tl;’~. Lifc Interests Corporalon and CPre 
Firuncinl Carpontion f k / a  Htalrh Inicrms Corporarion, h e  %s 335-36351 (Chqler 
1 1). 395-3655? (Chaprer 1 I )  and 395-36354 (Chapler 11). respeaively, under ChapIer 11 
of the United Starcs Bankruptcy Code as confinned by an order of the Vnited Stares 
Bankrupq Coun for the Yonhem Diwria of Texas The bankruprq pftition urs filed 
on October 10. 1995. ttm confirmation date t u s  lurur).3 1. 1997 \\ih an c f i e a i w  dare of 
Febnur) 19. 1997 

I 



W D E D  AND RESTATED 

CERTEICATE OF INCORPORATION 

OF 

I.C.H. CORPORATION 

m T  Tbc name of &e CorporaQoo is: 

1 .CH . Corporation 

SECOND: The address of iu rcginacd 06ce in tbc S u e  of Delaware is do United 
Corporate SeMccs. Inc., 15 Esa N o d  Stnet, in tbe City of Dover, Cou~ry of Kent, Srarr of 
Dclauart 19901. The name of its rr-eincrtd agux a1 such address is United Corporate hicq 
Inc 

THIRD: Tbc name of thc busincsc or pu'poxs to bc conductd or promoted is IO 
cngagc in an) lawful act or a a i k i r y  for nsch corporations may be or0,aniZed unda rbc CaKlal 
Corporation Law of Delau-are. 

FOURTH: The Corporation shall bc aurborizrd to issuc t6c following sbarcs: 

Common 9,oO0,000 $0.01 

prcfcrred 1 ,ooo,o0o 50.01 

Thc dcsignatiom and the p o r n ,  prefcrcnccs and rights, and tbc qualifications or 
d d o m  theeof arc as; followJ: 

Thc R c f d  shares shall k issued from tiw u, time in one or more 
scrics, with such distinctive s e d  deSipations as shall k stattd and c x p d  h 
the rcsolurion or ~csolurions providlnp for dx issuc of such sbarcs as do@ 
thc Board of Diracrors; t he  Board of Diraors is cxprusly aurhoriid U, fix rbe 
annual m e  or raics of &vi&& for &e parrjcular series, tbc dividend p a m a  
&res for tbc panicular vrie~ md t k  daw from which &vi&& on aIl sharry of 
such Series issued pnor to the rccord darc for 
bc cumdarrve, Lhc rcdcmprion pnc~ or prica for the parricular series, the V O ~  

first di\idcod pa)?n~nr datc shall 



powes for rhe particular Urics. rhc rights. if an)', of b l d m  of rbe share of rhc 
parocular xrics to ConxCcI the same into sbarrs of any orher series or class or 
other d G e s  of thc corporation. uith a q  provisions for rhe subqucnr 
adjwmcnt of such conversion rights. the rights. if any, of thc pardcular Scrics to 
p c i p a f e  in distributions or paymenrs upon liquidation, dissolution or winding 
up of the corporados and IO class* or reclassify any lrnissued p r e f d  shares 
by fixing or alrrring from time to time any of be foregoing righrs, privilcga and 
qualifications. 

All the Preferred sharts of any one series shall be identical with each otba 
in all nqeus, except thar s h e s  of any one series isrucd ax differrnr timcs m y  
differ as to &e daks 6om which dividends thaton shall bc cumuldve; and all 
prcfcncd shucr shall be of equal mrJi r e g d c s s  of Series, and shall be idenrid 
in all ~CSPCC& cxccp~ as to the &culm fix& by the Board as bcrcinabovc 
probidcd or as fixed herein 

Notwithnandmg zlnylhing contained in &is Am& and Rcnartd Carif icar~ of 
Lncorporation IO rhe cannary, rhr Corporation shall not i s  aonb-oting equity sccuritics to thc 
CXIUII prohibid by Section I123 of thc Unird States Bankruprcy Code, 1 I USC.  Sedion 
1125: proLjdcd, bma, rhEt ths provision (I) aril1 have no funha fora and cKa b o n d  thzt 
required by such W o n ,  (19 will have such forcc and c f f ~ a ,  if any, only for so long as such 
W o n  is in cffccr 2nd appljcablc to the Corporation and (iii) in all events may be amended or 
clirninared in accorhce uib rhc applicablc law as from time to timc in cffcct. 

FfFTH: Thc follouing provisions arc i d  for rhc managcmcnr of the business 
and the condm of the affairs of rhe Co~po&04 and fw h t b a  definition. Limitatjon and 
regulztion of thc pow-m of the Corporation md of its dzrecrors and nockholders: 

A.  Thc business and a&ain of thc Coqmation shall bc m2nagcd or undu 
the direction of rhe board of dirarors. In addidon IO rbe pow'crs and aurhonty expressly 
confcrrcd upon than by salute or bj* this Cenidcate of Incorporation or i6c by-la-5 of thc 
Corporation, the directors ax hcrcby cmpowcrcd to thc fitllcsr m t  pamintd by law to 
uracist all such pouw~ and do all such acts and things as m a y  be cicrciscd or dom by thc 
Corporation 

B. Tbc d h r s  of the C0rp0rati00 are to k elected by unucn balloi d e s  
Ihc by-law provide otherwise. 

C Ex- as olhmise provided in my Frcfmcd Stock Dcsigaatio~ m y  
aaion required or pcrmincd xo be taka by tbc socholdcrs of thc Corporation murt be c f f c n t d  
ai a duly called annual or spcdal m&_c of rtockholdus of h e  Corporation and may wt bc 
eAeaed by any consent in wnurq  by such &olden. 



SlXTH: A. Tbe board of directon shall bc comprised of no lcss than four (4) 
members and no more cban fivc (5) mcmbas. Thc dircctolT shall k diVidcd into tu’o c l ~  
si& &e term of office of the iirSt dass to cxpirc at tbc fusr annual mtedng of sockholdas 
following ruch classification (”Class 1 Dirraors”) and rbe tcrm of ofifict of the sec~nd class 10 
expire at &e ~ t c o ~ d  znnd mating of scockholh following sucb dassifcation (LClau 2 
Dircctorz”). Ckrs I Dinmors shall bc comprised of one (1) manbcr, in tbe event that tk Board 
mI1Sis1 of four (4) total mcrnbas, urd hwo (2) manbcrs in the event that the Board consistJ of 
fivc ( 5 )  total mcmbcrs Class 2 DbSors  shall bc cornprid of thrcc (3) tacmbcrs. At each 
annual meeting of suxkholdcrs folJowing such initid classi6~011.  director^ elenad to succccd 
thosc dkccton whose tcrms expire shall be el& for a term of o k  IO cxpk at tbc sccond 
succeeding annual meeting of smckholdm afvr  their clcction. 

B. Newly created dirocrorships rtsdtins fiom any increaff in rbc a h o r i d  
number of dirmors or any vacancies in the board of clirutors resulting f h m  dcarh, resignation, 
rcarcmcnt. disqualification, removal from oflice or other cause shaIl, unless othcnui~ provided 
b? law or by resolurion of thc board of dinciors. bc 611.4 only by a majority vote of ?he duec~ors 
thcn in oficc, rhough lcss bur a quorum md no1 by rhc no&oldcrs, and direcrors 50 choxn 
shall hold office for a rn expiring at thc armual m&ng of nockboldus at which the term of 
o&cc of tbc class IO ubi& &cy hzvc been cboscn ccxpiro. No deucasc in tbc authoritcd 
number of dinxbn lhall shwr~n tbc tam of any incumbmr dirtcror. 

C. Advance noda of stockbolda nombtioI1s for dx eIacdon of direcrors 
and of business fo bc broughr b3 s ~ ~ ~ U ~ o l d c r s  &fore any meeting of the Qodcholdm of thc 
Corpodoa shall bc given in tbc mama provided in rhc by-law of rbc Corpodon. 

D. A n y  dirators, or the entire board of directors, may bc rcmovcd 6rom 
office at any timc, but 4)- for caw and only by fbc afknaxivc vote of the boldas of ar 1- 
w~-thirds (u;) of &e voting p o w  of all of rhc thmolnaaoding sham of capit;ll stock of thc 
Corporation cntidcd to votc gcncrally in rhe cIection of dirtaors togetha as a GngIc class- 

SEVEKM: The board of dircaors is orprtnly empowend to adopt. amad or r cpd  
by-laws of tbe Corpohon. Any adopoq ammdmcnt OT rrpcal of thc by-law of the 
C o p d o n  by &e board of ducctors shall require tbc approval of a majority of the Wbolc 
Board. The stockholdm shall also h v e  pow to adopi, amend or rcpcal the by-law5 of the 
Corporation; providcd, bo-er, rha~, in addition IO an). voic of the bolden of any class or scrics 
of stock of the Corporarion r c q W  bv law or bj this d c a ~  of lncopnr ion. rhc afiinnarivc 
vote of hc boldm of at l e ~ r  x\rnv-five pcrctnt (75%) of&c voting power of all of Lhc &en- 



EIGHTH: I .  'Ibc afknativc VOU of tbc holdmi of &arcs ( o h  than s h e s  
hdd by an lntcnstcd Sharehol&r (a h c r c k f h  defined)) W&*g Of the v o h g  
pouer of tbe Corporation, given in person or by proxy at a meeting called for svch puzpox, ddl 
bc ncccssary to approve: 

(1) any merger, mnsoli~on or reorganization (as d d i d  in the General 
Delaware Corporation law) of ?he Corpoxa~oo or any Subsidiary (as baeinafta defkd) (a) with 
any intrrcswd Stockholdcr. (b) with any otbcr corporation (wbaher or not itself an In- 
Srockboldcr) which is, or aha such mcrga, ansolidadan or rcorpnidon would bc, an 
affiliate (as hereinafrer dcaed) of an I n m d  Stockholder or (c) in which an lnrereaed 
Su~kboldcr. has an intutsr (otupt propatzionuely as 2 swkholdcr of thc Corporation); 

(2) any sale, lase, cxcbangc, mongage, pledge, transfer or an>* orba 
disposition (in one transaction or in a xrics of transactions) to or with any h d  Stcckholda 
or any AfUatc of my lnrcrcsrcd Stockboldcr. or in v;hich dn I n t d  Stodchddcr has az~ 
htcrcst (cxccpr proponionardy as a stockboldec of h e  Corporation) of ZII or WbSLanridlly d of 
the asxu of the Corporarioo or any Subsidiary; 

(2) any salc, l e ,  cxdmge, rnorgagc. plcdgc. aansfcr or 0th~~ 

dsposition (in one nanracrion or in B scrim of d o n s )  of all or substantially all of rhc asxu 
of an inrcrrstcd Stockholdcr, an Aaliatc tbercof, or an entity in which the l m d  Stodrbolda 
has an in~cres~, t~ rhe Corporaion or any Subsidiary: 

(4 )  &e issuance, d c ,  cxchansc, disposition or orbcr transfer by rbc 
Corporation or any Subsidiary (in onc transacrion or in a scrics of -dons) of any &tics 
of thc Corpodon or any Subsidiary LO any Intmestcd Stockholder or AfGldt of m y  
hreresccd Stockholder (ex+ ppmcmatcly IO thc swkholdcn of thc Corporadon or sucb 
Subsidiary) in 0 ; b g c  for cash. saurida or 0th p r o m  (or a combination af) haMng 
an aggregate Fair Marker Value (as hectinafia bfinai) of fivc d o n  dollan or mrc; 

( 5 )  any reclassification of Xcuritics (including any m w  SO& spl i~)  or 
recapitalitation of the Corporadon or m y  o b  -on (uaerher or not with or imo or 
othcrvisc involhg an Intacstcd Stockholda) whjcb has &e cffccs dircctly or bdmdy, of 
increasing the pporrionate share of tht ouutanding shares of any c k  of qui9 or Convcrtiilc 
&dcs of, or othcrwix increasing &e mt ing  power ovcr, thc Corporation or any Subsidiary 
which IS ditcd>- or irArccdy ountd by any Interested Stockholda or any Milia& of any 
fnrcrrstcd Stockholder; 

(6) any spin-off, s p l i i d  or splitup of the Carporadon in ubcb the 
Inlcrcslcd Stockholdcr has an hruen (orha than proponionatcly as a nockholda); or 



0 0 

(7)any agreemcn~. conmq or orher urang~menr with an In~aened 
Srockbalder (or in which tbe mtcrcsud Stockholda has an intcrcst o h  than Proponionarcly as 
3 stockholder) providing for any of the uanudons described in clauxs (1) bough (6) of rhis 
AnicJz Eighth. 

-~?.Ic approval rcquud in this Arride Eighth, scaion 1, MI be required unless all 
of the u>nditions of Section 2 of this h c l e  Qhrh have bca, fulfilled. Such affirmative vote 
shall be required notwihtadng the fm that no VOR may be rcquircd by law or that a ksxr 
paunmgc may bc spccificd by law or in any uranguncnt with any aadonal suzuritks kchangc 
or orhentiu, For purposes of this -on 1 3ubsantially a l I  the assetsL shall mean ~SSUS having 
abookvalueofmorerban(i) 100/ooftbcbookv;aluoftbeawctsofthccn‘tityinqucstio4in~c 
c a ~  of tbc Corporation or a Subsidiary and (ii) 90% of the book value of &e asws of tbe entity 
in qucsrion in tbe east of any o h  entity. 

2 E x c e ~ W  The provisions of scaion 1 of this Aaick E@& requiring 
a wo-rhirdj vow of boldm of she Company’s outstanding voting stack rhan  no^ bc applidlc to 
any particular Busiocss Transaction (as bcrcinafur d e w )  and such Buskss Transaction shall 
require only the affumarivc vote of the nockholdrs, if an?, as is orbcrwisc rcquirod by law. if 
rhe BUS~DCSS Tr~n~acrion ShLu haw bcto approved expressly by a majority of conrinuing 
Directors (a bcrckfta defined) of the Corporation. 

5. Defini t i o w  For dK purpovs of this Articlc Ei$hth: 

(1) A “Pmon“ shall m a n  any individual, group, pammhip, -adon; 
dnn, corporation or orher todry. 

(2) ‘bd Srykholder” shall mc2m any Pason (other than tbc 
Corporanon, any Subsidmy (as dchcd  alow), any cmploya stock owmsbp or o b  
employee bcnefit plan of rbc Corporation or any Subsidiary or any nustet of, or mudary Wirh 
rtspca to, any such plan u b  a- in Nch capacity) atto or uhich (a) is rhc &ocficialoH.no; 
directly of induertly, of more than tcn p a t  (IO??) of tbe voting p a  of rhc 0- 
voting stock of thc Corporadon; (b) is an Affiliart of the Corporalion ad at any time uirhin the 
wo-ysr period immediately prior to rhc da~c ia qutsrion was thc Bcncficial Owmr, dircalr or 
indmctly, of more than tcn pcrccnt (10%) of rhe voting p o w - a  of &e ournanding voting stock of 
the Corporarion; or (c) is an Afiikatc of tbc Coxporztion and af ut? time wirhin the rwpymr 
puiod imrndately prim to thc daw in question was rht Bmcficial Owner, M y  or indirectly, 
of ten pwnt  (Ioo/o) or moxr of the v o q  pow of the rhen ouumdmg voting stock of rhe 
Corporation which u z  ax any time wlrhin fur0 ycar pcriod immcdiarcly jxior to the daw in 
qwrion btneficislly owned by any lntacsrcd Suxkholdcr, if such ass ipem or -ion 
shall have o c c m d  in dx corn  of a nansamon or Scncs of bansactions nor involvin: a publjc 
offcring Gthin h e  rnanhg of the Securil~cs Act of 19;;. as amcnded llx cdlculatloo of &e 
p c r u m q c  of bcncficial ouncrshjp shall bc made at tbe follouinp &cc tiws. any of u k h  u5U 
s f i u  for purpoxs of demmming rhar a Bcncficial Chm is m t n i c r t d  Stockholder: (I) ai 



th; time rhc definitive agrccmcnt providing for the Business Transaction (&I- any 
amcndmcnr thereof) uas m1cr6d into, (ii) at the time a resolution  appro^ tbc Business 
T d o n  was adopted by the Board of Directors of the Corporation, or (G) as of the record 
dare of rhe CorporVjon for tbe dctcrminarion of stockholdas entitled to notioc of and to vole on. 
or to consent to, &e B u s k s  TntnSaa;on 

(3) A P-n shall be a 'Beneficial O u d  of any voting stwk of the 
Corporation (a) which such Paroo or any of its Affsiiatcs or Associates (as hutinaftrr dcW) 
bcacficially OWIS. dinall. or indirtctly; @) which such Puson or an); of irs AffdiateS or 

a f k r  &e passage of time), punuan; to my agreement, amngement or understanding or upon thc 
cxcrcisc of c o n m - o n  righ~~, exchange rights, warrvlls or o b  options, or otherwise, or (2) tbt 
right to YOU ~UTSUUI~ to an). w t ,  uMgement Or mdernanding; or (c) d i c b  an 
M d l y  o~ncd,  direaly OT i n d d y ,  by any PCSOII witb which UKh Perx>n or an) of its 
AffiliarrJ has any agrccmcn\ zmngcment or u n d d i n g  for thc purpose of holding, voting or 

Associates has (1) the right to acquire (a.bcthcr such right is c x ~ s a b l c  immcdJattly or only 

disposing of any shares of such a& 

(4) For the purpose of determ*ining whcrha a Pmon k an Inter& 
Stockholder pursuanz to Scaon 3(2), the number of shares of voting stod: of the Corporarion 
dccmcd IO be outstandhg shall includc shares d o m e d  04 through application of Scct;on 3(2) 
bur shall not includc an: other s h e s  of voting slrxk of thc Corporation which may bc issuabk 
pursuanr IO any a,ommcnr, arranpncnt or undcrslanding, or upon osa-cix of a n y m i o n  rights, 
u-arran~~ or options, or otherwise. 

( 5 )  ''AfiiLateY' or 'I\Jsociatcs" hall have thc tcspecrive meanings ascribed 
IO such t m  in Rule 1Zb-2 of rhc G c n d  R ~ C S  and Rrgulat io~ uodcr the E X ~ C  
Acr of 1934, as in c f f a  from t h e  20 time. The tam 'Assodalq" used to m&wt a ~ h u o n s h p  
Qith a specified person, shall also mean any pcrson *bo is a dirutor or officer of sucb spccificd 
puson or any of itr parents or subsibaries (otha than rhr Corporruon or any Subsidiary). 

(6) "subddiuy' shall mean any corporation ofuhich at least a majority of 
any class or equiry sacuritj is 0-4 directly or indinal); by thc Corporation; provided, 
bow~~vcr. that for be p-ses of the &fbition of Inmared Stockholder set forth in section 
3(2), the rem "Subsidiary" shall medn only a corporation of uGCb at lcaa a majody of Qch 
class of equity securities is owned. dircctly or indird,  ~ by the Corporadon. 

(7) "Fair M&ct Valuc' shall mean: (a) in rhe cay of stock, thc highat 

a share of mcb nock on tbc Narional Association of Srmritier Ocalcrs Ammalcd Quotation 
Syslem ("NASDAQ-) or rhc NASDAQ National &ka Syncm, or, if such stock is WI quoted 
on NASDAQ, on the Ncu Yo& Stock Exchange, or, if such smk is not L i d  on such 
Exchange, on rhc principal Un~lred Srates sauritics c ~ c b n g c  ~+sracd d a  the M d a  
Exchange A a  or 1 9 3 ,  z anrcndcd. on wbch such sock is Itncd, or if such s o c k  is not liad on 
an)' such c~changc. hc bghc~~ closing bid quotation uilh r c q x c t  to a share of wcb Rock during 

closing sale price during tbc thin)l (SO) da). paid ~uM&& . Iy pm;cduy thc datc in qucstion of 



th: hhy  (30) &y pcriod immcdiattly pmxding the &IC in q d o n  on thc NASDAQ, or may 
system then in UY, or if w such quotations arc available, the Fair Market Value of sucb pmpcrw 
00 Lht date in q u a i o n  as &aminad by a majority of Continuing Directors of in good fa&. 

(8) In rhc mcnt of any Business Tmsadon in which rhc Corporation 
suwivcs. the phrax -ansiderat;on other than cash to bc reccivcd" as uscd in subsections @)(I) 
and (ii) of Section 2 shaIl include tbe Common S h s  and/or the shares of any other class of 
o d i n g  voling sock rerained by Ihc bolder of such shares. 

(9) "Business Txansaction" shall mcan any txansaction u%i& is rdmd IO 
in Section 1. 

(10) Voting Powernshall be ulculared by multiplying the number of votinp 
sharcs or orhcr wxing sccurirics of &e Carporation or thc Subsidiary, as tbe clly may be, times 
rhe number of votes (or f k d o n a l  vates) pa such sham or saurity IO *ti& the boldtn of such 
sharcs or securities uc cntitled 

(1 I)  -Continuing Dirertor" shall mcan any mcmbcr of tbc board of directors 
of the Corporation who (i) is not an Lnmd Stodholda w an officer of the Corporarim and 
who is not a nomime. an Affiliate or kmciatrr of my such Inrerrs~ed Srocholdcr or officer or 
(ii) was prior IO his e ldon ,  m m m e n d e d  for clcction by a majority of Continuing Directors 
thcn on rhc Board. 

4 bcrmina6ons bv Dkrors .  A majon9 of Continuing Dirtcto~ of rhe 
Corporarion W bavc thc power and dut). to da&c for he purpose of this Arddc, on the 
M s  of informxion known to them afia msonablc inquiry, (a) whctbcr a pcrson is an Intermed 
Stockholdcr; (b) thc n u m b  of sharrs of voting s o c k  of thc Corporanon of d i c h  boy Puson i s  
tbc Beneficial Ownq (c) whctbcr a Pcrson is an Affiliate or an Assodatc of m o k .  (d) M % C ~  

a Penon has a agrumcng anangcmcnf or undentanding wirh awthcr as to manrrS rcfcrrcd to 
hcrcin; (c) whether the assets in a Busines Transadon arc "subslanlidly all the assets" of an 
cndty; ( f )  wberher any Business Transaction is o w  in uti& an Inrcrmcd Stockholdcr has an 
Inmcst; (g) uhaha thc considerarion to bc reccivcd for the issuance or transfer of SecurineS by 
tbc Corporation or any Subsidiary in any Busin- Transaction has an aggrrgatc Fair Markd 
Value oi fivc million dollars or more, and (h) such &a manm with rcspea to wbich 
d c t c d o n  is required undcr bis Arriclc. 

5- Fiducim I)ULI 'q. No- contamed in this Anicle stdl be constIudd to 
rclicrc: any I n t a d  Stockholder from any f iducky obligauon imposed by lau-. 

6. Amendmcntc. To amcnd or repeal or adopt any prorisions incondnent with 
Seaions 1 through 6 of this Articlc Eishrb, t b e ~ c  shall bc qu i rcd  thc afhmaxivc vole <x (i) the 
boldcrs of nor less rhan hvo-!hi~ds of thc voting powa of the Copmion and of Ibc holders of 
two-rhuds of Ihe Common S h c s  ar rhc rimc ouwiindmg voting rordha as a sqmatc class or 
(5) &c stockholdns of the Corporazion s rcquircd by law, if the amcndmcnr is approved more 
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thrln t w o - w s  of rhe directors of thc Corporation. 

NU!=: A director of the Corporation rhall not be personally liable to rhc 
Corporation or its nockttoldtrs for moneuq damaga for brcacb of fiduciary d q  as a &or, 
except for liability (i) for any beach of thc dicaor's d q  of loyal9 f~ tbe Corporation or its 
stockholders, (ii) for a m  or omissions not in g d  faith or u&cb hvolve intcntiond &duct 
or a knowing violation of law.. (ui) undcr Stction 174 of thc Ddawauc G a d  Corporadon Laur, 
or (iv) for any d o n  from which 1)K &or &\.ad an impropa personal benefit If thc 
Dclauarc Genaa) Corpora~on Law is a m a d d  to autboriu  corpora^ d o n  Mer diminatin_a 
OT limiting the pcmd liability of directors, then the liability of a dimor of the Corpomion 
sh2u bt cljminattd or limited to thc fullat cxtent pumined by the Delaware Gcncral Coprarion 
Law, as so amended. 

TENTH: %don 1. Rkht  to Indemnification. (a) Each pcrson ~ t m  uas or is made 
a parry or is threatened m bc ma& a 
u-hcrher civil, crimind, adminimarive or i n t * a i p i v c  (bcrcinaftc7 a "pnxxtbng'), by rtason of 
thc fim thar be or she, or a pason of whom he or she is &e legal repmcnUZivc, is or was a 

'Giecror or officcr of the Corporsrion, including scrvict wiith rcspcct zo employee bcncfi~ plans, 
u5crbcr the basis of such proccdng is dlcgcd action in M o&Cial CapaCir). as a djrcdor, offic~r, 
employcc or qcnr or in any other capaciry *IC xMng as a &mor, officer, cmploj-e or 
agcn~, shall be indcmnificd by the Corporation zo the Nlcst cxtcnt authorid by the Delau*m 
General Corporarioa La=*, as rbe same exists or may hcrcaficr be a m a d d  @ut thr c8x Of 
any such a m c n h t ,  only to rbc cxtcnt that such amcndmenr p e m i ~  tbc Corporation to provide 
broader indemnifidon ri@s than said law permitted thc Corporation IO provide prior to such 
amendment), against all upcrrse, Liability and loss (iocl&g attorneys' fees, judgments, k. 
JXISA cxcix twtcs or penalties and amounts paid or to be paid in SenluncnI) reasonably 
incurred or suffaed by such person in CQMCX~OII thcrcwirh and N& i n d d c a t i o n  ddl 
c o n h u c  zs to a pcmn who has ccascd to bc a dirccror, omccr, cmploycc or agent and shall 
inurc 10 h e  benefil of his or bcr bcirs, executors and adminimmrs and (b) the Corporarion shall 
indemnify in such manna any person who was or is rnadea partyor is m c n c d  to bc madc a 
parq to a proceeding by f t iWn ofthe faa  that he, she IX a pcrson of %%om hc or she is thc legal 
representative, is or w a ~  scrving at the request of tbc Corporation as a hector, offica, cmploytc 
or agent of a n o h  Corporation or a partnership, joint venm, mnr or otha cnraprix; provided, 
howrvcr, Out except as provided in Sation 2 of this Article, thc Corporation shall indannif?. any 
such perron sel;ae indcmnihtion in connection with a proceeding (or 
b> such p a w n  only if such p'occcding (or pan rbcrcof) was authorized by the Board of D k o n  
of thc Corporarion In the cvcor a dircdor or officer of the Corporation shall s c n ~  as a duecror. 
officer, cmplo>ct or qenc of any c o p m i o n  partrtmhip, joint vcnnnc. uus or othcr cnrcrpxise 
in which thc Corpodon m a i n k  an invem~lenr ir shall bc conclusively prerumed for 
puposts of thc inndcmnificarion provided for in subxction (b) above br such swim has been 

to or is involvai in any aaion. suit OT p e ,  

tbacof) i n i W  



urderraken at rhe quest of thc Corporation. The foregoing presumption shall apply re@&$ 
of whclhcr such dimtor or ofiiocr is sewing such cntiry at the q u e s t  of a third party or that his 
or ha senlce with such ati~ was mmcnccd prior to the cffmivcncss of this Article of the 
Ceruficaw of Incorporation or prior to his or ber becomiog an officer or dircuor of the 
Corporation. The right to indrmnificatioo c0nfim-d in Sukic6on (a) above Ml be a confract 
right bascd upon an offer from rb Corporation which shall be decmed to be accepted by such 
pcrson's xrvicc or oonrinwd &cc with IIIC Curpontion for any period & the adopdon of 
this Article of &e Grdficale of lncorpOration and shall iacludc rbc nghr to bc paid by thc 
Corporation thc cxpcnsa L K d  m defeod;ng any such p r d i n g  in advan- of its find 
disposition; provided, h o w = ,  thar ifrhc Delauare Gcnaal Cqxxation Law r c q u k ,  tbe 
payment of such "rpcnscs i n d  by a dimtor or ofim in his or h e r  capaciry as a dircaor or 
officn (and 00t in any otba capacity ia which savitc was or is d e r e d  by nrh person while a 
&rector or officer, including, without limiraxioo., strvicc to an cmpIoycc benefit plan) in advance 
of the f d  disposidon of a prowedug, shall b made only upon dclivcry to lbe Corpo&on of 
an undcrtakinp, by or on behalfof such director or officer, IO repay al l  amounts 50 advaoced if it 
shall drinrarely b dctamiDcd rbru such &rector or officer is not cnddcd fo be indemnified under 
rhis d o n  or othcmix. The corporation may, by Mion of its Board of Dire~rors, provide 
indcmnificarion to cmployocs or agars of thc Corpration with tbe samc mpc and cflicr as thc 
foregoing indemn&c?tion of directors and o&ms. 

Section 2. Rj&r of Claimant to Brinc Sd. Ifa claim unda ~ O A  l(a) of this Article 
is nor paid in hll by he Corporation w i t h  thirty day after a urinen claim has bccn rcccivcd by 
tbe Carpomion, rhc claimmr may ar any tjmc l h d a  tning suit againn rhe Corporalion to 
ttxovcr the unpaid amounf of tbc claim and, if successful, in uhok or in pari, thc claimant shall 
be cntitIed to be paid  SO tbc 
shall bc a dcfcw: IO MY such aclion (0th than an aaion brought U, enforce B c h  for 
CX~CLISCS i n c d  in defending an)- pmuxding in advance of its final disposidon Wtme the 
required undenaking . if any is rcqu-kd, has been tended to tbc Corpodon) thar the claimant 
has not mct thc aarrd-uds of condua w h i c h  makc it permissible unda the I)clawur: Gcmral 
Carpomion Law for tbc Corporation to indcmniry the claimant for thc amount claimed, bur t l ~ c  
burden of proving sucb dcf- shall bc on rhc Corporation N e i k  dx fail= of tbc 
C o r p o ~ o n  (kluding its Board of -on, indeprndat lcgal colmscl, or its stockholdas) to 
have made a dcmmination prior to the commcnemcnt of such action rbar indemnification ofthe 
claimant is proper in the cirnunnancts bccausc be or she has mu lbc applicable srandard of 
conduct ser forth in the Dcla-arc G c n d  Corporation Law, nor BD actual dctaminauon by the 
Corporation (includding its b a r d  of D d o r z ,  Lndcpcndun legal counxl, or its nxbldcrs) !hal 
rhc claimanr has mt mer such applicablc staodard or cqduc~ ,  shall be a Mhsc to the auiw. or 
cltdtc a prcnunption thsr tbe claim an^ hzu not met the applicable nMdard of conduct. 

(indudmg mmcys'fccj) of pr0s6cudq ~ t h  claim. 11 

Scction 5- Non-cxclusivitv of Richpi. Thc rigbt IO indemnification and the payment of 
c x p c ~ e s  incurred in dcf'cndiq a proceebng in ad- of i s  final disposition C O ~ C I T U I  in this 
Section shall no1 be exclusl~e of any orhcr right which any p n  may havc or ha& aquirc 
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ELEIZSTH. T k  Carpontion reserves the right to a d  or repcd any 
provision conrtincd in lhs Ccnifiwtc of Incorporation in  he nunncr prcxribcd by the 
h ~ . s  of rhc Stac of DeLnarc and dl ri_shts conferred upon stockholders are ganlcd 
subject to rhrs resenalion: proiided. houcvcr. ihar, norwjthsrandin~ any other provision 
of rhis Cmif icate  of Incorponrion or any provision of Laus that mi& ohcn\ise permit a 
kjgr \ O W  or no vote bul in addirion to any vote of the hoMers of m). class or series of 
rk st@il: of ths Covrzlan required by law or 5y lhis Cenifkate of Incorporation the 
rfiim.ati\c WIC uf the Iwldrr, ofnr last xventy-fitr pcrccnt (750.bj or I ~ K .  w u n s  pwcr 
of a11 of thz tht.nuulsl .ding &re of rhc crpitd stock of tk Curporrtictn cmitlrd to WIC 

_pznerally in thc election of Directors, woiin_slo_sether as a sin$< class, sMl bz required 10 
anicnd 41' repcll thus An& ELEVENTH, Scctlons C or D of Arttclc FIlTTH: Anile 
S1S7H. h i c k  S€EMH. sick EIGHTH, Article MNM or ~ r r i l c  TENTH 

' 

I.C.H.. CORJOFMTIOS 

By Is' James R kabia  
YIm J~mcsR .rVrbU 
Titlr Pre4dcnr 



Ofice uf the Secretary of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE CERTIFICATE OF DESIGNATION OF "I.C.H. CORPORATION", 

FILED IN THIS OFFICE ON THE FOURTH DAY OF APRIL, A.D. 1997, AT 9 

O'CLOCK A.M. 

Edziwri l ] .  Fict I ,  Srcrrtnry of Sfnt r  

8830797 0837445 8100 ALTTH EhTTI C.4TI ON 

L)i',7'L 971443352 12-23-97 



a 
. STATE OF DELAWARE 
SECRETARY OF STATE 

DIVISION OF CORAORATIONS 
FILED 09:OO AM 0 4 / 0 4 / 1 9 9 9  

971110483 - 0837445 

CERTIFICATE OF DESIGNATION 

of 

SERIES A JUNIOR PARTICIPATINGPREFERRED STOCK 

of 

I.C.H. CORPORATION 

(PursuanttoSocCion151ofthe 
Delaware General Corporation Law) 

I.C.H. Corporation, a corporationorganized and existing under the General 
Corporation Law of the State of Delaware (hereinafter called the “Corporation”), hmby 
certifies that the following resolution was adopted by the Board of Directors of the 
Corporation a requircd by Section 151 of the General Corporatip Law by Unanimous 
written consent: 

RESOLVED, that punuant to the authority granted to and vested in the 
Board of Directors of this Corporation (bereinafter called the ”Board of Directors” or the 
”bard”) in accordance with the provisions of thc Certificate of Incorporation of the 
Corporation (the “Certificate of Incorporation”), the Board of Dktors hereby creates 8 

series of Preferred Stock, par value $0.01 per share (the “Preferred Stock”), of the 
Corporation and hereby states the designation and number of shares, and futes the relative 
rights. preferences. and limitationsthereofas follows: 

Section 1. Designation and Amount The shares of this series shall be 
dcsignated as “Scries A Junior Participating Preferred Stock” (the “Series A Preferred 
Stock”) and the number of shares constitutingthc Series A Preferred Stock shall be 10,000. 
Such number of shares may be increased or dccreasad by resolution of the Board of 
Directors; provided, that no decrcasc shall d u c e  the number of shares of Series A 
Preferred Stock to a number less than the n u m k  of shares then outstanding plus the 
number of shares reserved for issuance upon tbe exffcisc of outstanding options, rights or 
warrants or upon the conversion of any outstanding securities issued by the Corporation 
convertible into Series A Preferred Stock. 



Section 2. Dividendsand Distributions 

(A) Subject to the rights of the holders of any sharcs of any series 
of Preferred Stock (or MY other stock) ranking prior and superior to the Series A Preferred 
Stock with respect to dividends, the holders of shares of Series A Preferred Stock shdl be 
entitled to receive, when, as and if declared by the Board of Directors out of h d s  legally 
available for the purpose, quarterly dividends payable in cash on the last day of March, 
June, September and December in each year (each such date being refmed to herein as a 
"Quarterly Dividend Payment Date"), commencing on the first Quarterly Dividend Payment 
Date after the first issuancc of a share or fraction of a share of Series A Preferred Stock, in 
an amount (if any) per share (rounded to the nearest cent), subject to the provision for 
adjustment hereinafter set forth, q u a l  to 1,000 times the aggregate per share amount of all 
cash dividends, and 1,000 times the aggrtgate per share amount (payable in kind) of all 
noncash dividends or other distribdions, other than a dividend payable in shares of 
Common Stock. par value SO.01 per share (the "Common Stock"), of the Corporation or a 
subdivision of the outstanding shares of Common Stock (by reclassification or otherwise), 
declared on the Common Stock since the immcdiately p d i n g  Quartcrly Dividend 
Payment Date or, with respect to the fim Quarterly Dividcnd Payment Date, since the first 
issuancc of any sban or fraction of a sharc of Series A Prefcmd Stock. In the event the 
Corporation shall at any time declare or pay any dividend on thc Common Stock payable in 
shares of Common Stock, or effect a subdivision or combination or consolidation of the 
outstanding shans of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in shares of Common Stock) into a greater or lesser number of shares of Common 
Stock, then in each such case lhe amount to which hoIders of shares of Series A Pnferred 
Stock werc entitlcd immediately prior to such event under tbe preceding Sentence shall ix 
adjusted by multiplying such amount by a fraction, thc numeredor of whicb is the number of 
sharcs of Common Stock outstanding immediately after such cvtnt and the. denominator of 
which is the number of shares of Common Stock that wen outstanding immediatcly prior to 
such event, 

(E3) The Corporation shall declare a dividend or distribution on 
the Series A Prefemd Stock as provided in paragraph (A) of th is  Section immediately after 
it declares a dividend or distribution on the Common Stock (other than a dividend payable 
in shares of Common Slock). 

(C) Dividends due pursuant to paragraph (A) of this Soction 
shall begin to accrue and be cumulative on outstanding shares of Series A P r e f e d  Stock 
from the Quarterly Dividend Payment Date next preceding the date of issue of such shares, 
unless the date of issue of such shares is prior to the m r d  date for the first QuarterIy 
Dividend Payment Date, in which case dividends on such shares shall begin to a m e  fiom 
the datc of issue of such sharcs, or unless the date of issue is a Quarterly Dividend Payment 
Date or is a date after the record date for the determination of holders of shams of Shies A 
Preferred Stock entitled to receive a quarterly dividend and before such Quarterly Dividend 
Payment Date, in tither of which events such dividcnds shall begin to accrue and be 
cumulative fiorn such Quarterly Dividend Payment Date. Accrued but unpaid dividends 



shall not bear interest. Dividmds paid on the shares of Series A Preferred Stock h an 
amount less than the total amount of such dividends at the time accrued and payable on 
such shares shall be allocated pro rata on a shrue-by-sharcbasis among all such shares at the 
time outstanding. The Board of Directors may fix B rccord date for the determination of 
holders of shares of Series A Preferred Stock entitled to receive payment of a dividend or 
distribution declared thereon, Wtijch record date shall be not more than 60 days prior to the 
date fixed for the payment thereof. 

Section 3. Voting R i e h 6  The holders of s h e s  of Series A Preferred 
Stock shall have the following voting rights: 

(A) Subject to the provision for adjustment hereinafter set forth, 
each share of Series A Prefmed Stock shall totitle the holder thertof to 1,OOO votes on all 
matters submitted to a vote of the stockholders of the Corporation. In the event the 
Corporation shall at any time declare or pay any dividend on the Common Stock payable in 
shares of Common Stock. or effkct a subdivision or combination or consolidation of the 
outstanding shares of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in sharcs of Common Stock) into a greater or lesser number of shares of Common 
Stock, then in each such case the numba of votes per share to which holders of shares of 
Series A Preferred Stock were entitled immediatelyprior to such event shall be adjusted by 
multiplying such number by a W o n ,  the numerator of which is thc number of shares of 
Common Stock outstanding immediately after such event and the denominator of which is 
the number of shares of Common Stock that were outstanding immediately prior to such 
event . 

(B) Except as otherwise provided the Certificate of 
Incorporation, including any other Certificate of Designations creating a series of Prefemd 
Stock or any similar stock, or by law, thc holders of sharcs of Series A P r e f d  Stock and 
the holders of shares of Common Stock and any orher capital stock of the Corporation 
having general voting rights shall vote together as one class on all matters submitted to a 
vote of stockholdersof the Corporation. 

(C) Except as set forth herein, or BS olherwise required by law, 
holders of Series A Preferred Stock shall have no spacial voting rights and their consent 
shall not be requircd (except to the extent they are entitled to vote with holders of Common 
Stock as set forth herein) for taking any corporate action. 

Section 4. Certain Resm'ctions 

(A) Whenever querterfy dividends or other dividends or 
distributionspayable on the Series A Prefemd Stock si provided in Section 2 in anum, 
thenafier and until all accrued and unpaid dividends and distributions, whether or not 
declared, on shares of Series A Prtferred Stock outstanding shall have k n  paid in full, the 
Corporation shall not: 



(i) declare or pay dividends, or make any orha 
distributions, on any shares of stock ranking junior (either as to dividends or upon 
liquidation, dissolution or winding up) to the Series A Preferred Stock; 

(ii) deciare or pay dividends, or make any other 
distributions, on any shans of Stock ranking on a parity (either as to dividends or upon 
liquidation, dissolution or winding up) with the Series A Preferred Stock, except dividends 
paid ratably on the Series A Preferred Stock and all such parity stock on which dividends 
art payable or in arrears in propodon to the total amounts to which the holders of all such 
shares are then entitled; or 

(ui) redeem or pmhaie or othenvise acquire for 
consideration shares of any stock ranking junior (either as to dividends or upon liquidation, 
dissolution or winding up) to the Series A Preferred Stock, provided that the Corporation 
may at any time redeem, purchase or otherwise acquire shares of any such junior stock in 
exchange for shares of any stock of thc Corporation ranking junior (as to dividends and 
upon dissolution, liquidationor winding up) to the Scrits A P n f d  Stock. 

(B) The Corporation shall not permit MY subsidiary of the 
Corporation to purchase or otherwise acquire for consideration any shares of stock of the 
Corporation unless the Corporation could, under paragraph (A) of this Section 4, purchase 
or otherwise acquire such shares at such time and in such manner. 

Section 5. R e a c a v i r c d S b  Any shares of Series A Preferred Stock 
purchased or otherwise acquired by the Corporation in any manner whatsoever shall be 
retired and cancelcd promptly after the acquisition thereof. All such shares shall upon their 
canccllation become authorized but unissued &arts of Prtferrcd Stock and may be reissued 
as part of a new series of Preferred Stock subject to the conditions and restrictions on 
issuance set forth herein or in the Restated Ccrtificatc of Incorporation, including any 
Certificate of Designations creating a series of Preferred Stock or any similar stock, or as 
otherwise required by law. 

Section 6. Liauidation. Dissolution or Windinn UD. Upon any 
liquidation, dissolution or winding up of the Corpaation the holders of shares of Series A 
Preferred Stock shall be entitled to receive an aggregate amount pcr share, subject to the 
provision for adjustment hereinafkr set forth, equal to 1,000 times the aggregate amount to 
be distributed per share to holders of shares of Common Stock plus an amount eqoal to any 
accrued and unpaid dividends. In the event the Gorpomtion shall at any timc declare or pay 
any dividend on thc Common Stock payable in shares of Common Stock, or cffcct a 
subdivision or combidon  or consolidation of the outstanchg shares of Common Stock 
(by reclassification or otherwise than by payment of a dividend in shares of Common 
Stock) into a greater or lesser number of shares of Common Stock, then in each such case 
the aggegate amount to which holders of shares of ! k i e s  A Preferred Stock were entitled 
immediately prior to such event under the preceding Sentence shall bc adjusted by 
multiplying such amount by a fiaction the numefator of which is the number of shares of 



, .  . , 

Common Stock outstanding immediately after such event and the denominator of which is 
the number of shams of Common Stock that were outstanding immediately prior to such 
event. 

Section 7. chnsolidation. Merrier. a. In case the Copration shall 
enter into any consolidation, mefger, combination or other transaction in which the shares 
of Common Stock arr: exchanged for or changed into other stock or securities, cash andlor 
any othcr property, then in any such case each share of Series A Preferred Stock shall at the 
Same time be similarly exchanged or changed into an amount per share, subject to the 
provision for adjustment hereinafter set forth, equal to 1 ,OOO times the aggregate amount of 
stock, securities, cash and/or any other property (payable in kind), as the case may be, into 
which or for which each sham of Common Stock is changed or exchanged. In the event the 
Corporationshall at any time declare or pay any dividend on the Common Stock payable in 
shares of Common Stock, or effect a subdivision or combination or consolidation of the 
outstanding shares of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in shares of Common Stock) into a p t e r  or lesscr number of shares of Common 
Stock, then in cach such case the amount set forth in the preceding sentence with respect to 
the exchange or change of shares of Series A R f m d  Stock shall be adjusted by 
multiplying such amount by a fraction, the numerator of which is the n u m k  of shares of 
Common Stock outstanding immediately after such event and the denominator of which is 
the number of s h a m  of Common Stock that were outstanding immediately prior to such 
event. 

Section 8. &nendmeq_t The Restatad Certificate of Inco+on shall 
not be amended in any manner, including in a merger of consolidation,which would alter, 
change, or repeal the powers, preferences or spccial rights of the Series A Preferred Stock 
so as to affect them adversely without the a f f i t i v e  vote of the holders of at lcast two- 
thirds of the outstanding sharcs of Series A P r e f e d  Stock, voting together as a single 
class. 

Section9. Rank 'Ihe series A Preferred Stock shall rank, with rrspcct 
to the payment of dividends and upon liquidation, dissolution and winding up, junior to all 
series of Prcfemd Stock. 

IN WITNESS WHEREOF, this Certificate of Designations is executed on 
behalfof the Corporationby its Presidentthis3-y of April, 1997. 

1.C.H. CORPORATlON 

By: / d i m e s  R Arabia 
Name: James R. Arabia 
Title: Resident 

j: 



e KATHERINE K. YUNKER 
0 

ATTORNEY-AT-LAW 

P.O. Box 21784 
Lexington, KY 40522-1784 
606-266-0415 

March 3,1998 

Helen C. Helton, Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, KY 40602 

FAX: 606-266-3012 
yunker@ms .uky.edu 

CIS: 74450,206 

Re: ARF Application of Glenwood Hall Golf & 
Country Club, Water & Sewer Divisions; 
Case No. 97-516 

Dear Ms. Helton: 

Enclosed please find the original and ten (10) copies of an Entry of Appearance 
to be filed on behalf of the Applicant in the above-referenced proceeding. Also en- 
closed is one (1) additional copy of the Entry of Appearance to be file-stamped and 
returned to me in the enclosed self-addressed, stamped envelop Please amend the 
Commission service list for the above-referenced proceeding to include my name 
and address. 

%t 

Thank you for your attention to this matter. 

Kaherine K. Yunker 
Enclosures 

cc: Ms. Linda D. D u m  

http://uky.edu


BEFORE THE 
PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of: 

THE APPLICATION OF GLENWOOD ) 

ADJUSTMENT PURSUANT TO THE ) 
ALTERNATIVE RATE FILING ) 
PROCEDURE FOR SMALL UTILITIES 1 

HALL GOLF & COUNTRY CLUB, WATER ) 
& SEWER DIVISIONS FOR A RATE 1 CASE NO. 97-516 

ENTRY OF APPEARANCE 

Please take notice that Katherine K. Yunker hereby enters her appearance as 

counsel in this proceeding for Applicant, Glenwood Hall Golf & Country Club, Wa- 

ter & Sewer Divisions. Copies of all orders, pleadings, and other communications 

relating to this proceeding should be directed to: 

Katherine K. Yunker 
836 Euclid Avenue, Suite 301 
P.O. Box 21784 
Lexington, KY 40522-1 784 

Please maintain the name and address of Linda D. Dunn, the Assistant Corporate 

Secretary for the Applicant, on your Service List. 

Respectfully submitted, 

Katherine K. Yunker 
P.O. Box 21784 
Lexington, KY 40522-1784 

606-266-3012 (fax) 
606-266-0415 

1 
BY: 

ATTORNEY FOR APPLICANT 



CERTIFICATE OF SERVICE 

I hereby certify that on this the 3rd day of March, 1998, a copy of this Entry of 

Appearance was sent, via first-class U.S. Mail, postage prepaid, to each person shown 

on the attached Service List. 

Attdrney for Applicant 

- 2 -  



SERVICE LIST 
Case No. 97-5 17 

Linda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX 761 12 

Mr. David L. Chervenak 
3 7 12 Lime Kiln Lane 
Louisville, KY 40222 

Mr. William Blick 
33 Adams Belle Court 
Perry Park, KY 40363 

David E. Spenard, Esq. 
Assistant Attorney General 
1024 Capitol Center Drive 
Frankfort, KY 40601-8204 

Mr. Wm. F. Conrad 
22 Springport Drive 
Perry Park, KY 40363 

Hon. Richard L. Roeding 
Chairman, Senate Republican Caucus 
State Capitol Annex, Room 257 
Frankfort, KY 40601 



3 
COMMONWEALTH OF KENTUCKY 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

PUBLIC SERVICE COMMISSION 

(502) 564-3940 

March 2, 1998 

Mr. and Mrs. Dick Blank 
P. 0. Box 87 
Perry Park, Kentucky 40363 

RE: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Blank: 

This is in response to your letter received January 20, 1998 in which you request 
to be sent all copies of the meetings under law. 

The Commission will treat your letter as a request for documents under the 
Kentucky Open Records Statute. The file contains approximately 50 pages of records 
and the cost of copying is 109 per copy, which would be approximately $5.00. If you 
wish the file copies, please send $5.00 payable to the Kentucky State Treasurer. 

In the letter of January 5, 1998, you were informed that in order to receive notices 
of hearings or meetings you must file a motion to intervene. Unless you wish to 
intervene, you will not receive notices of hearings or meetings. Please refer to the 
Commission regulations, previously furnished, concerning intervention. 

Your attention is again called to the Attorney General’s Office for Rate Intervention 
which represents consumers’ interest, and which you may contact at (502) 696-5453. 

If you have any questions, you may contact James R. Goff, staff attorney, at (502) 
564-3940, extension 26 1. 

Si Ice  rely , 1 

dqfn Helen C. Helton c-* 
Executive Director 

AN EOUAL OPPORTUNITY EMPLOYER M/F/D 



COMMONWEALTH OF KENTUCKY 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

PUBLIC SERVICE COMMISSION 

(502) 564-3940 

February 27, 1998 

To: All parties of record 

RE: Case No. 97-516 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, I 

Executive Director 

HCH/sa 
Enclosure 



Linda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX 76112 

Mr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY 40222 

Mr. Wi liam B ick 
33 Adams Belle Court 
Perry Park, KY 40363 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capitol Center Drive 
Frankfort, KY 40601 8204 

Mr. Wm. F. Conrad 
22 Springport Drive 
Perry Park, KY 40363 

Honorable Richard L. Roeding 
Chairman 
Senate Republican Caucus 
State Capitol Annex 
Room 257 
Frankfort, KY 40601 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF GLENWOOD 
HALL GOLF & COUNTRY CLUB, 
WATER & SEWER DIVISIONS FOR A 
RATE ADJUSTMENT PURSUANT TO 
807 KAR 5076 FOR SMALL UTILITIES 

) 
) 
) CASE NO. 97-516 
) 
1 

O R D E R  

On December 22, 1997, Glenwood Hall Golf and Country Club, Water and Sewer 

Divisions ("Glenwood Hall"), filed an application for a general rate increase. Glenwood 

Hall's application includes proposed rates which it requests be placed in effect 

"immediately" upon the filing of the application. The Commission will consider this as 
i 

a request for the rates to be adjusted on an interim basis on both water and sewer 

services as provided for under KRS 278.190. In support of the request for interim rates, 

Glenwood Hall filed financial information that indicates the water division had a current 

rate pro forma net operating loss of $60,080.31, and the sewer division had a current 

rate pro forma net operating loss of $17,154.46. The Commission issued an Order on 

January 30, 1998, suspending the proposed rates as filed by Glenwood Hall until further 

orders. 

Based upon the representations in the application and the ongoing review being 

conducted by the Commission in this case, the Commission finds that a hearing should 

be held on Glenwood Hall's request for interim rate relief. 



IT IS THEREFORE ORDERED that: 

1. A hearing shall be held on March 23, 1998 at 9:00 a.m., Eastern Standard 

Time, in Hearing Room 1 of the Commission’s offices at 730 Schenkel Lane in Frankfort, 

Kentucky . 

2. Glenwood Hall shall publish the notice, attached as an Appendix hereto, 

in a newspaper of general circulation in its water and sewer service area at least one 

time.prior to the hearing date. 

3. Glenwood Hall’s proposed rates shall remain suspended pending further 

Orders of the Commission. 

Done at Frankfort, Kentucky, this 27th day o f  February, 1998. 

By the Commission 

ATTEST: 



APPENDIX 

AN APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE COMMISSION 
IN CASE NO. 97-516 DATED FEBRUARY 27, 1998 

NOTICE 

Glenwood Hall Golf & Country Club, Water and Sewer Divisions ("Glenwood 
Hall"), has petitioned the Public Service Commission for interim rate relief to increase 
its rates for water and sewer service on an interim basis. The interim rate request will 
be considered by the Public Service Commission at a hearing to be held March 23, 1998 
at 9:00 a.m., Eastern Standard Time, in Hearing Room 1 of the Commission's offices at 
730 Schenkel Lane, Frankfort, Kentucky. 

The rates below are the rates proposed by Glenwood Hall. However, the Public 
Service Commission may order rates to be charged that differ from these proposed 
rates. Such action may result in rates for consumers other than rates in this notice. Any 
customer or other interested person may appear at the public hearing and provide 
comments regarding Glenwood Hall's request. 

WATER 

PROPOSEDRATES 

First 2,000 Gallons $21.05 Minimum Bill 
Next 8,000 Gallons $13.06 Per 1,000 Gallons 
Over 10,000 Gallons $1 1.04 Per 1,000 Gallons 

SEWER 

PROPOSED RATE 

Monthly Rate $13.50 



d c .  
0 0 

C O M M O N W E A L T H  OF KENTUCKY 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 

PUBLIC SERVICE COMMISSION 

(502) 564-3940 

February 26, 1998 

Mr. and Mrs. Gerald Hardcorn 
510 Whippowill Lane, P.O. Box 28 
Perry Park, KY 40363 

Re: Case No. 97-516, Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Hardcorn: 

This is in response to your letter received January 5 regarding your concerns 
in the above-mentioned case. Your letter is being treated as an official protest and 
will be placed in the case file of this proceeding. The Commission will carefully 
analyze this case. However, if you wish to actually participate in the proceeding, 
including any hearing which may be held, you must file a motion to intervene with the 
Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full 
intervention. If you are granted intervention and wish to request a hearing, you 
should file such a request with the Executive Director. 

The Attorney General’s Office for Rate Intervention, which represents 
consumers’ interests, may be able to assist you. You may contact them at (502) 
696-5453 to inquire whether there will be a representative from that office 
participating in this case. 

Thank you for your interest and concern in this matter 

tw 
Attachment 

Si/-cereiy , 

Executive Director 

AN EOUAL OPPORTUNITY EMPLOYER M/F/D 



807 KAR 5:001, Section 3 

( 8 )  Intervention and parties. In any formal proceeding, any 
person who wishes to become a party to a proceeding before the 
commission may by timely motion request that he be granted leave to 
intervene. Such motion shall include his name and address and the 
name and address of any party he represents and in what capacity he 
is employed by such party. 

Each person granted leave to intervene shall be considered as 
making a limited intervention unless he submits to the secretary a 
written request for full intervention. A person making only a 
limited intervention shall be entitled to the full rights of a 
party at the hearing in which he appears and shall be served with 
the commission's order, but he shall not be served with filed 
testimony, exhibits, pleadings, correspondence and all other 
documents submitted by parties. A person making a limited 
appearance will not be certified as a party for the purposes of 
receiving service of any petition for rehearing or petition for 
judicial review. 

If a person granted leave to intervene desires to be served 
with filed testimony, exhibits, pleadings, correspondence and all 
other documents submitted by parties, and to be certified as a 
$arty for the purposes of receiving service of any petition for 
rehearing or petition for judicial review, he shall submit in 
writing to the secretary a request for full intervention, which 
shall specify his interest in the proceeding. If the commission 
determines that a person has a special interest in the proceeding 
which is not otherwise adequately represented or that full inter- 
vention by party is likely to present issues or to develop facts 
that assist the Commission in fully considering the matter without 
unduly complicating or disrupting the proceedings, such person 
shall be granted full intervention. 6 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 6 1  5 
FRANKFORT, KY. 40602 

(502) 564-3940 

February 13, 1998 

Ms. Linda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX 76112 

Hon. David E. Spenard 
Assistant Attorney General 
1024 Capitol Center Drive 
Frankfort, KY 40601 

Hon. Richard L. Roeding 
Senate Rebublican Caucus 
Room 257 - Capitol Annex 
Frankfort, KY 40601 

Mr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY 40222 

Mr. William Blick 
33 Adams Belle Court 
Perry Park, KY 40363 

Mr. William F. Conrad 
22 Springport Drive 
Perry Park, KY 40363 

RE: Case No. 97-516 
Glenwood Hall Golf & Country Club 
Water & Sewer Divisions 

Dear Gentlemen and Ms. Dunn: 

Attached is a copy of the informal conference memorandum that is being filed into 
the record of the above-referenced case. If you have any comments that you would like 
to make regarding the contents of the memorandum, please submit them within five days 
of receipt of this letter. Should you have any questions regarding same, please contact 
J. R. Goff of our legal staff at (502) 564-3940. 

Si cerely, 11 I CMy Hele C. Helton C*+b 
Executive Director 

Attach men ts 

AN EOUAL OPPORTTJNITY EMPLOYER M/F/D 



e 
INTRA-AGENCY MEMORANDUM 

KENTUCKY PUBLIC SERVICE COMMISSION 

TO: Main Case File No. 97-516 
Glenwood Hall Golf & Country Club 
Water & Sewer Divisions 

FROM: J. R. Goff j.(* 
DATE: February 13, 1998 

RE: Informal Conference 

An informal conference was held pursuant to an Order of the Commission 
on February I O ,  1998. Representatives of Glenwood Hall and Commission Staff 
discussed the application for a rate increase filed by Glenwood Hall. The application 
contained a request for an immediate rate increase. Those in attendance are listed on 
the attached attendance sheet that was supplied at the meeting. 

The representatives of Glenwood Hall stated that they wanted an immediate 
rate increase. Staff explained that a hearing would be necessary for an immediate rate 
increase, and that such a hearing would be held within a few weeks of any hearing 
requested on the rate increase itself. Glenwood Hall agreed to postpone their request 
until after February 20, 1998. 

Glenwood Hall stated that the owner and operator of their utility was I.C.H. 
Corporation and Glenwood Hall was the name under which the utility was known, since 
that was the name of the community. Glenwood Hall filed Articles of Incorporation under 
the name of I.C.H. Corporation with the Commission. Glenwood Hall was advised to file 
the designation of the name of the utility and a short account of the corporate history as 
required under 3(a) and (c) of the Commission’s Order of January 30, 1998. 

The meeting was then adjourned. 

wc 
Attachment 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF GLENWOOD HALL 
GOLF & COUNTRY CLUB, WATER & SEWER 
DIVISIONS FOR A RATE ADJUSTMENT 
PURSUANT TO 807 KAR 5:076 FOR SMALL 
UTILITIES 

) 
) CASE NO. 97-516 
1 
) 

The following were in attendance on Tuesday, February 10, 1998 at 9:30 a.m., 
at the Informal Conference in Case No. 97-516: 

NAME REPRESENTS 



e ICH CORPORATION 0 
1409 Weiler Boulevard 

Fort Worth, Texas 761 12 
(81 7) 446-4224 

(817) 446-7140 - Fax 

February 10,1998 

Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, Kentucky 40602 

RE: Case No. 97-5 16 
Glenwood Hall Resort & Country Club 

Attached is the information requested in reference to the above referenced Rate Application. 

I have enclosed the original (A) Certificate of Incorporation of ICH Corporation, the legal owner/operator 
of the Utilities. I have also enclosed a copy of the (B) Certificate of Designation of ICH Corporation and a 
copy of the (C) Certificate of Ownership merging ICH Corporation and Southwestern Life Corporation (the 
originals of items B & C were left with Mr. J. R. Goff on the morning of 2/10/98). 

I must apologize for the confusion associated with the name of the Utility OwnedOperator. 

As you can see from the attached documents, Southwestern Life Corporation and ICH Corporation are the 
same entity. ICH Corporation emerged from Bankruptcy on 2/19/97 having retained Perry Park Resort, 
Inc. as one of its assets. Perry Park Resort, Inc. is a Kentucky Corporation fully owned by ICH 
Corporation. The utilities (both water and sewer) have always been owned by ICH Corporation. 
Glenwood Hall is the name of the “club” at Perry Park Resort, and is the name most commonly used when 
referring to Perry Park Resort, Inc., where the utilities are located. 

By this letter I am requesting that you reference the name of ICH Corporation, the correct name of the 
Utility OwnedOperator on the above referenced Rate Application. 

Should you have any further questions, please do not hesitate to contact me at (8 17) 446-4224. 

Sincerely, 

Linda D. Dunn 
Assistant Corporate Secretary 
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Oflice of the Secretary of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE CERTIFICATE OF OWNERSHIP, WHICH 

MERGES : 

'I I. C . H . CORPORATION", A DELAWARE CORPORATION, 
WITH AND INTO "SOUTHWESTERN LIFE CORPORATION" UNDER THE NAME 

OF "I.C.H. CORPORATIONt1, A CORPORATION ORGANIZED AND EXISTING 

UNDER THE LAWS OF THE STATE OF DELAWARE, WAS RECEIVED AND FILED 

IN THIS OFFICE THE SIXTH DAY OF OCTOBER, A.D. 1995, AT 1 O'CLOCK 

P.M. 

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID 

CORPORATION SHALL BE GOVERNED BY THE LAWS OF THE STATE OF 

DELAWARE. 

Erlzoard J. Freel, Secretmy of State 

0837445 8330 AUTHENTICATION: 8896055 

981039917 02-02-98 DATE: 



State'of Delaware 
PAGE 1 

Ofice of the Secreta y of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE CERTIFICATE OF DESIGNATION OF "I.C.H. CORPORATION", 

FILED IN THIS OFFICE ON THE FOURTH DAY OF APRIL, A.D. 1997, AT 9 

O'CLOCK A.M. 

8830797 IC ATION: 

DATE: 971443352 12-23-97 
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STATE OF DELAWARE 

SECRETARY OF STATE 
DIVISION OF CoRPLlRATIONS 
FILED 0 9 : O O  An 0 4 / 0 4 / 1 9 9 7  

9 7 1 1 1 0 4 8 2  - 0 8 3 7 4 4 5  

CERTIFICATEOF DESIGNATION 

of 

SERIES A JUNIOR PARTICIPATING PREFERRED STOCK 

of 

I.C.H. CORPOMTION 

(PursuanttoSoction 151 ofthe 
Delaware General COrporationLaw) 

I.C.H. Copration, a corporation organized and existing undex the General 
Corporation Law of the State of Delaware (hereinafter called the "Corporation"), hercby 
certifies that the following resolution was adopted by the Board of Directors of the 
Corporation as required by Section IS1 of the General Corporation Law by unanimous 
writtenconsent: 

RESOLVED, that punuant to the authority gmntcd to and vested in the 
Board of Directors of this Corporation (baeiaafter called the "Board of Directors" or the 
"Board") in accordance with the provisions of the Certificate of Incorporation of the 
Corporation (the "Certificate of Incorpodon"), the Board of Directors hereby creates a 
series of Preferred Stock, par value $0.01 per share (the " P r c f d  Stock"), of the 
Corporation and hereby states the designation and number of shares, and fmes the relative 
rights, preferences, and limitationsfhereof as follows: 

Section 1. -tion and Amount The shares of this series shall be 
designated as "Series A junior Participating Prefed Stock" (the "Series A P r e f d  
Stock") and the number of shares constitutingtht Series A Preferred Stock shall be 10,000. 
Such number of shares may be increased or decreased by resolution of the Board of 
Directors; provided, that no decnasc shall reduce the number of shares of Series A 
Preferrcd Stock to a number less than the number of shares then outstanding plus the 
number of shares resewed for issuance upon the exercise of outstanding options, rights or 
warrants or upon the conversion of any outstanding securities issued by the Corporation 
convertible into Series A Preferred Stock. 
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Section 2. Dividendsan d Distributions 

(A) Subject to the rights of the holders of any shares of any series 
of Preferred Stock (or any othcr stock) ranking prior and superior to the Series A Preferred 
Stock with respect to dividends, the holders of shares of Series A Pteferred Stock shall be 
entitled to reccive, when, as a d  if declared by the Board of Directors out of b d s  legally 
available for the purpose, quarterly dividends payable in cash on the last day of March, 
June, September and W b e r  in each year (each such date being r e f d  to herein as a 
"Quarterly Dividend Payment Date"), commencing on the first Quarterly Dividend Payment 
Date after the first issuance of a share or hct ion of a share of Series A Prefmcd Stock, in 
an amount (if any) per share (rounded to the nearest cent), subject to the provision for 
adjustment k i n a f t e r  set forth, equal to 1,000 times the aggregate per share amount of all 
cash dividends, and 1,OOO times the aggregate per share amount (payable in kind) of all 
noncash dividends or other distributions, other than a dividend payable in shares of 
Common Stock. par value SO.01 per share (the "Common Stock"), of the Corporation or a 
subdivision of the outstanding shares of Common Stock (by reclassification or otherwise), 
declared on the Common Stock since the immediately preceding Quarterly Dividend 
Payment Date or, With respect to the first Quarterly Dividend Payment Date, since the first 
issuance of any share or fraction of a sharc of Series A P r e f d  Stock. In the event the 
Corporation shall at any time d c c h  or pay any dividend on the Common Stock payable in 
sharrs of Common Stock, or effcct a subdivision or combination or consoIidafion of the 
outstanding shares of Common Stock (by reclassification or otherwise than by payment of a 
dividend in shares of Common Stock) into a greater or lesser number of shares of Common 
Stock, then in each such case the amount to which holders of s h e s  of Series A Preferred 
Stock wcn entitled immediately prior to such event under the preceding sentence shall be 
adjusted by multiplying such amount by a fraction, the numenitor of which is the number of 
shares of Common Stock outstanding immediately aRa such event and the denominator of 
which is the number of shams of Common Stock that were outstanding immediately prior to 
such event 

(J3) Corporation shall declare a dividend or distribution on 
the Series A Preferred Stock as provided in paragraph (A) of this Section immediately after 
it declares a dividend or distributionon the Common Stock (othcr than a dividend payable 
in sharts of Common Stock). 

(C) Dividends due pursuant to paragraph (A) of this Section 
shall begin to accrue and be cumulative on outstanding shares of Series A Prefemd Stock 
from the Quarterly Dividend Payment Date next w i n g  the date of issue of such shares, 
unless thc date of issue of such sharcs is prior to the rccord date for the fvst Quarterly 
Dividend Payment Date, in which case dividends on such shares shall begin to accrue fiom 
the date of issue of such shares, or unless the date of issue is a Quarterly Dividend Payment 
Date or is a date aAer the ncord date for the determinationof holders of sharcs of S 6 c s  A 
Prefemd Stock entitled to receive a quarterly dividend and before such Quarterly Dividend 
Payment Date, in either of which events such dividends shall begin to accrue and be 
cumulative h r n  such Quarterly Dividend Payment Date. Accrued but unpaid dividends 



shall not bear intercst. Dividends paid on the shares of Series A Preferred Stock in an 
amount less than the total amount of such dividends at the time accrued and payable on 
such shares shall be allocated pro rata on a share-by-sharebasis among all such shares at the 
time outstanding. The Board of Directors may fix a record date for the determination of 
holders of shares of Series A Prefemd Stock entitled to receive payment of a dividend or 
distribution declared thereon, vlrtiich record date shall be not more than 60 days prior to the 
date fixed for the payment thereof. 

Section 3. Votinn Rib@ The holders of shares of Scries A Prefemd 
Stock shall have the following voting rights: 

(A) Subject to the provision for adjustment hereinaftor set forth, 
each share of Series A Preferred Stock shall entitle the holder thenof to 1 .OOO votes on all 
matters submitted to a vote of the stockholders of the Corporation. In the event the 
Corporation shall at any time declare or pay any dividend on the Common Stock payable in 
shams of Common Stock, or e R i  a subdivision or combination or consolidation of the 
outstanding shares of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in shares of Common Stock) into a greater or lesser number of shans of Common 
Stock, then in each such case the number of votes per share to which holders of shares of 
Series A Preferred Stock w m  entitled immediately prior to such event shalI be adjusted by 
multiplying such number by a fiaction, the numerator of which is the number of sharrs of 
Common Stock outstanding immediately after such event and the denominator of which is 
the number of sharrs of Common Stock that were outstanding immediately prior to such 
even 1. 

(B) Except as otherwise provided the Certificate of 
Incorporation, including any othm Catificateof Designationscreating a series of P r e f d  
Stock or any similar stock, or by law, the holders of shares of Series A Prefd Stock and 
the holders of shares of Common Stcxk and any other capital stock of the Coxpodon 
having general voting rights sball vote together as one class on all matters submitted to a 
vote of stockholdersof the Corporation. 

(C) Except as set forth hemin, or as otherwise required by law, 
holders of Series A Preferred Stock shall have no special voting rights and their consent 
shall not be r e q u i d  (except to the extent they are entitled to vote with holders of Common 
Stock as set forth herein) for taking any corporareaction. 

Section 4. u1 Restrictions 

(A) Whenever quarterly dividends or other dividends or 
distributionspayable on the Saies A Refarad Stock as provided in Section 2 are in amars, 
t h e d e r  and until all accrued and unpaid dividends and distributions, whether or not 
declared, on s h e s  of Series A Preferred Stock outstanding shall have been paid in full, the 
corporation shall not: 
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(i) d c c l a ~  or p y  dividends, or make any other 
distributions, on any shars of stock ranking junior (either as to dividends or upon 
liquidation,dissolution or winding up) to the Series A P r t f e d  Stock; 

(ii) declare or pay dividends, or make any other 
distributions, on any shares of Stock ranking on a parity (either as to dividends or upon 
liquidation, dissolution or winding up) with the Series A Preferred Stock. except dividends 
paid ratably on the Series A Prefcmd Stock and all such parity stock on which dividends 
arc payable or in arrears in proportion to the total amounts to which the holders of all such 
shares art thcn entitled; or 

(i) redeem or purchak or otherwise acquire for 
consideratioashares of any stock ranking junior (either as to dividends or upon liquidation, 
dissolution or Winding up) to the Series A Preferred Stock. provided that the Corporation 
may at any time redeem, purchase or otherwise acquire sharts of any such junior stock in 
exchange for shares of any stock of the Corporation ranking junior (as to dividends and 
upon dissolution, liquidationor winding up) to the scrits A Prcfemd Stock. 

(B) The Corporation shall not parnit any subsidiary of the 
Corporation to purchase or otherwise acquire for consideration any shares of stock of the 
C o r n t i o n  d c s s  the Corporation could, under paragraph (A) of this W o n  4, purchase 
or oth&st acquire such shares at such time and in such manner. 

Section 5. R c a c u u i d S b r q  Any sharcs of Scrits A P r e f d  Stock 
purchased or otherwise acquttd by the Corpaation in any manncr whatsoever shall be 
mtkd and canceled promptly &r the acquisition thereof. All such shares shall upon their 
cancellation become authorid but unissued shares of P r c f e d  Stock and may be &issued 
as part of a new series of Preferred Stock subject to the conditions and rtstrictions on 
issuance set forth hertin or in the Restated Certificate of Incorporation, including any 
Certificate of Designations c d n g  a series of P r e f d  Stock or any similar stock, or as 
otherwise required by law. 

Section 6. Liauidation. Dissolution or W h g  Up- Upon any 
liquidation, dissolution or winding up of the Corporation the holders of shares of Series A 
Preferred Stock shall be entitled to m i v e  an -ate amount per share, subject to the 
provision for adjustment here inah  set forth, equal to 1 ,OOO times the aggregate amount to 
be distributedpcr share to holders of shuts  of Common Stock plus an amount qual  to any 
accrued and unpaid dividends. In the event the Corporation shall at any time declare or pay 
any dividend on the Common Stock payable in shares of Common Stock. or & a t  a 
subdivision or combiudon or consolidation of + outstanding shares of Common Stock 
(by nclassification or otherwise than by payment of a dividcnd in sham of Common 
Stock) into a gxatcr or lesser number of shares of Common Stock then in each such case 
the aggregate amount to which holders of shares of Series A P n f d  Stock were entitled 
immediately prior to such event under the preceding sentcncc shall bc adjustcd by 
multiplying such amount by a tiaction the numerator of which is the number of shares of 

't.... . 



Common Stock outstanding immediately after such event and the denominator of which is 
the number of shares of Common Stock that ulere outstanding immediately prior to such 
event. 

Section 7. Consoli- M e m a  ctc . In case the Corporation shall 
enter into any consolidation, d g e r ,  combination or other transaction in which the shares 
of Common Stock are exchanged for or changed into other stock or securities. cash and/or 
any otherpropexty,then in any such case each share of Series A P r e f d  Stockshall at the 
same time be similarly exchanged or changed into an amount per share, subject to the 
provision for adjustment hereinafter set forth, equal to 1 ,O00 times the aggregate amount of 
stock, securities, cash and/or any other property (payable in kind), as the case may be, into 
which or for which each share of Common Stock is changed or exchangad. In the event the 
Corporationshall at any time declare or pay any dividend on the Common Stock payable in 
shares of Common Stock, or effect a subdivision or combination or consolidation of the 
outstanding s h s  of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in shares of Common Stock) into a greater or lesser number of shares of Common 
Stock, then in each such case the amount set forth in the precsding sentence with respect to 
the exchange or change of shares of Series A P r c f d  Stock shall be adjusted by 
multiplying such amount by a fraction, the numerator of which is the number of shares of 
Common Stock outstanding immediately af?er such event and the denominator of which is 
the number of shares of Common Stock that were outstanding immediately prior to such 
event. 

Section 8. m e a  The RcstatcdCcrtificatcof incorporation shall 
not be amended in any manner, including in a merger or consolidation,which would alter, 
change, or repeal the powers, prefe- or special rights of tbc Series A Preferred Stock 
so as to &e t  them adversely without the af f i i t ive  vote of the holdem of at lcast two- 
thirds of the outstanding shares of Series A P r e f d  Stock, voting together as a single 
ClaSS. 

Sectiong. Rani;. ~ h c  series A P r e f d  stock sfiall  ran^, with nsptct 
to the payment of dividends and upon liquidation, dissolution and winding up, junior to all 
series of P m f d  stock. 

IN WITNESS WHEREOF, this Certificate of Designations is executtd on 
behalfof the Corporation by its prtsidentthis3@day of April, 1997. 

I.C.H. CORPORATION 

By: /s/ James R Arab ia 
Name: JamesR. Arabia 
Title: President 



ICH CORPORATION e 
1409 Weiler Boulevard 

Fort Worth, Texas 76112 
(81 7) 446-4224 

(81 71 446-71 40 - Fax 

February 11, 1998 

Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box615 
Frankfort, Kentucky 4 10602 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capitol Center Drive 
Frankfort, Kentucky 40601 -8204 

Mr. David L. Chervenak 
37 12 Lime Kiln Lane 
Louisville, Kentucky 40222 

Mr. William Blick 
Chairperson 
Perry Park Resident Owner’s Association 
P.O. Box 92 
Perry Park, KY 40363 

RE: Case No. 97-5 16 
Glenwood Hall Resort & Country Club Application for Rate Adjustment for the Water and Sewer 

By my signature below I attest that I have mailed, this date, the following documents listed below, 
pertaining to the above referenced Case No. 97-5 16 

A) Certificate of Incorporation of ICH Corporation 
B) Certificate of Designation of ICH Corporation 
C) Certificate of Ownership ICH Corporation 
D) Letter to Helen C. Helton, Eexecutive Director of PSC, dated 2/10/98 which includes brief narrative 

history of ICH Corporation 

Linda D. Dunn 
Assistant Corporate Secretary 
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Qffice of the Secretary of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE COURT ORDERED RESTATED CERTIFICATE OF "I.C.H. 

CORPORATION", FILED IN THIS OFFICE ON THE TWENTY-FOURTH DAY OF 

FEBRUARY, A.D. 1997, AT 9 O'CLOCK A.M. 

Edzoard 1. Freel, Secretary of State 

AUTHENTICATION: 

DATE: 
8830803 0837445 8100 

971443355 12-23-97 



STATE OF DELAWARE 
SECRETARY OF STATE 

DIVISION OF CORRXUTIONS 
N L E D  09:OO AM 02/24/1997 

971060607 - 0837445 

.&'MEWED XVD RESTATED 

CERTIFICATE OF INCORPOR4TION 

OF 

1 C H CORPOUTIOY 

I C H Corporarion a corporaion existing under the laws of h e  State of Delaware 
(hereinafter called the 'Corporation-'). does hereby cenitj- 

FIRST: The name of the Corporation is I C H Corporation 

SECOND: The Corporation nas ori@nally incorporated under the IWM 1 C H , Inc . 

THIRD: The unylnd Ccfiificnlc of Incorpririun of thc Corporirion w z i  

filed with the Secretary of Stale of the State of Delaware on April 22, 1977 

FOURTH: Ths Xnlended and Rcnatd Ccrtifiatc oflncorporatkn 1s being 
ctfkacd plrsuanl to Sections 245 and 303 ofthe Delauwe Gencnl Corporation Law 

Pm\i,cion for the rnakin_s of lhi< A m e n c l a l  a d  Rfitalcd CcTfificafe of 
lncorponfion of the Corpratcnn IC contained in thc Fird Amcnled Joint Plan Of 

Reorpanualmon of I C H Copcation. tUa Solrthwestern Life Corporation W a  I c li 
Corporation SML Holding Corpornrmn €%'a Lifc Interests Corporation and Care 
Frnancd Corpontion. fl;" Health Inrerests Corponnoq &se %s 335-36351 (Chapter 
1 1). 39536351 (Chapter 11)  and 39536354 (Chapter 11) .  respenively. under Chapter 11 
of the United Stares Bankruptcy Code as confirmed by an order of the Cmred Slates 
Bankruptcy Coun for the Sonhem Dislnct of Texas The bankruptcy perition w a ~  filed 
on October 10. 1995. the confirmation dare uas January 3 1. 1997 nith an effecrive dare of 
Febnur) 19 1997 
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AMENDED AND RESTATED 

CERTIFICATE OF INCORPORATION 

OF 

I.C.H. CORPORATION 

FEST: The n a m ~  of cbe corporadon is: 

KH. Corporation 

SECOND: The address of its rCgistcrcd office in thc Staxe of Delaware is c/o United 
Corporart SeMccs. Inc., 15 East N o d  Street, in the City of Dover, Counry of Kent, Stace of 
Dslauare 19901. Tbe name of its rc-eisrcnd agar at such addrcss is United C o p m e  b i q  
Inc 

THIRD: Tbe nature of thc busins. or purposes to bc conduaod or promoted is to 
cngagc in an)- lawful a a  or aCtivky for which corporarions may be organized under rbe Gcwat 
Corporation Law of Delaware- 

FOURTH: The corporation &all bc authorized IO issuc thc following shares: 

c i s  pumber of S h e s  par vauc 

Common 9,ooo,ooo so.01 

preferred 1,000,ooo w.01 

The designations and the powers, preferences and righrs, and tbc qualifisrions or 
d c t i o n s  thereof arc as follows: 

The R c f d  shares shall be issued from time to rime in oncormore 
scrics, with such distinctive serial desipttions as shall bc statbd and c x p d  in 
rhc resolution or xesolutions providmg for the issue of such sbarrs as adopt& by 
the Board of Dka31on; the Board of Diraors  is cxpmsly a m h o d  zo fix rhe 
annual raw or rata of dividcods for the panicular series, the dividend pa>max 
~ X C S  for thc parricular series and the daw from which dividends on all sharts of 
such series issued pnor to thc rccord dare for &e first dixidend pajmcn~ date shall 
bc cumulanve, rhe rcdanprion price or prices for the pardcular Senes, the voting 



powers for rhe parricular xrics. thc rights, if any-, of holdm of the shares of the 
parucuiar scncs to wnvcn &e same into shares of any orher series or class or 
other securities of rht corporation. uith 
adjustment of such conversion rights, the rights. if any. of thc particular Scrics 10 
pmcipate in disbibutions or paynents upon liquidation, dissolution or winding 
up of the corporadoo, and to classif) or reclassify any unissued p r c f d  shares 
by fixring or drering fiom timc to time any of the foregoing righ~. privileges and 
qrulifications. 

provisions for rhr SubSeqmI 

All the Preferred shares of any one series shall be identical 4th each otha 
in all respects, exccpt that shares of any one series i d  at dif€mt times m y  
differ ss to &e darrs from which d i v i d d  thaton shall be cumul&ve; and all 
prcferd h a  shall be of equal E& regardcss of Saies, and shall bc idenrical 
in dl respects c x q t  as to thc particulars h c d  by &e Board as hcninabovc 
pro\-idcd or as fixed herein. 

N o t w i t h m n ~  anyhing contained in this Amended and RcstatLd ccnificatr of 
Incorporation 10 rhe contrary, the Corporation shali not jssLK: nont-otinz cquity Jrmritics to thc 
cxrent prohibited by Section 1123 of rhc United States Banlatrprcy Code, 1 I US.C. M o a  
1 125; pro%idcd, bowcvcr, that this provision (i) will have no further f o r e  and cffcct bc)-ond that 
required b~ such Section, (11) will have such foru and cffcct, if any. only for so long as such 
W o n  is in cffat and applicable to the Corporation and (iii) in all evens may be amended or 
eliminared in accordance uirh the applicablc law as fiom timc to timc in cffcct. 

FIFTH: Thc foliou~ prOvisionJ are instmed for &e managmat  of &e businus 
and the conduct of the affairs of &e Corporadon, and for hnther definition, limitation and 
regulation of thc p o w - m  of thc Corporation and of its dinctors and sockholdas: 

A The business and a&airs of thc Corporation shall bc managcd b> or under 
the dirtmion of the board of dirumrs. In addidon to thc pow- and authority expressly 
confcrrcd upon thcm by statute or by this Cenificate of lncorpodon or rhc by-law of thc 
Corporanon, the directors m h e h y  cmpowcrcd to thc fullcst cxtcnt panitted by law to 
exercise all such purrs and do aI1 such acs and things as may be excrciscd or donc by the 
Corporation 

B. Tbc directors of the Corporation are to be clected by w n m  ballot d c s s  
rhc by-laus prolide othexwise. 

C Exccpt as othau-ise provided in any Preferred Stock Designation, any 
aaion r e q u i r d  or pennincd to be taka by thc stockholdm of the Corporation must be effexted 
at a duly called mual or +al mccting of stcckholdcn of &e Corporation and may not bc 
effected by any conxnt in n<ung by such noclcholders. 



I). Special meeungs of stockholders of thc Corporarion m y  bc called only by 
thc Chairman of the b a r d  or thc Chief Exccuti\c 06- or by thc board of directors a&ng 
pursuant u) a resolution adoptcd by a majority of the Whole Board for purposes of rhis 
Cmificarc of Incorporation. The KIXTII ‘Mole Board“ shall man the mal numba of authonzcd 
dlrccton whether or nor then & any vacancies in prrkiouslj- authoribed directorships. 

SIXTH: A. Tbe board of dlncmrs shall bc comprised of no lcss than four (4) 
members and no more than five (5) mcmbcrs. Thc ditors shall k divided into two classes, 
wirb tbe term of office of the first cIass to cxpuc at the first annual meeting of nodcholdgs 
following such classification (”Class 1 Directors"') and rhc tcrm of office of the second class 10 
expire at the sccond annual mating of stockholders following such dassifcation (%lm 2 
D i r ~ t o ~ ” ) .  Class I Directors shall bc campxiscd of o x  (1) mcmbcr, in tbc event that the Board 
consist of four (4) tota members, and two (2) m a n k  in the event that rhe B<wd consists of 
fivc ( 5 )  total members Class 2 Directors shall be comprised of thrte (3) nanbers. At each 
annual mectmg of srodrholdm following such initial classificaboq d;reaoxs elected to succnd 
those dircctors whose tcnns expire Wl be elaacd for a tenn of office to cxpk iu rbe Koond 
succeeding annual meeting of stockholdm aftcr their election. 

B. Newly created directorships d t i n g  fiom any iacreasc in the a l d h a  
number of directon or any vacancies in the b u d  of directors resulring fi-om dah., resignation, 
reruernent. disqualification, removal from office or orher caw shall, unless otherwise providcd 
by law or by resolution of h c  board of dkcmrs, be filied only by a mjonv vote of the direcrors 
thcn in office, though 1- thm a quonun and 1101 by thc stockholders, and directors so chosen 
shall hold officc for a term urpiring at rhc annual rnccting of stockholdas at which the term of 
o&cc of the class to ukkh rhcy have been chosen cxpircs. No dacreax 
number of dlrecbrr shall shortcn thc tam of any incumbent m o r .  

tbc authorized 

C. A d m u  noticc of stockholder n o d o n s  for &e clecrion of directors 
and of business IO bc brought by wxkholdcrs before any meeting of the stockholdm of thc 
Corpomioo shall bc givcn in tbc mama provided in &e by-law of tbc CorpOration- 

D. Any d k m r s ,  or the entire board of directon, may bc rcmovcd fiom 
office at any timc, but only for cause and only by thc aElirmarvc vote of the holders of at least 
tup-thirds (u;) of rhe voting powcr of all of thc then4- g sham of capita! stock of thc 
Corporation cnddcd to votc gcncrally in &e eIection of dircaors wring togaha as a single class. 

SEVEKM: Thc board ofdireaors is ocprrs~lg ~ n p o w d  to adopt. amcnd OT rcpcal 
by-.-laws of the Corporation. Any adoption, ammdmenr or rcpca] of &c by-law of the 
Corpodon by the board of dnectors shall require the approval of a xmjonty of rhe Whole 
Board. The uocWloldm shall also b v c  power IO adopt, amend or rcpcal the by-laws of the 
Corpodon;  providcd, however, h r ,  in addition to any 1-01~ of rhc holders of any class or series 
of stock of the Corporation rcquircd bv law or bb this certificafe of Incorporation, &C aBirmative 
VOW of the holders of at I- WL-enV-five prrcxnt (75%) oftbc voting power of dl of &e &en- 



oustandmg shares of rhe capid stock of the corporauon entitled to vote g m d y  in thc clcction 
of directors. voting togcthcr as a single class. shall bc rcquircd fo adopt, amend or rrpeal any 
provision of the by-law of the Corpomtion. 

EIGEF-TX: 1. sbc afiinnativc vow of thc holdcrs of shm (orhcr than sharcs 
hdd by an Interested Shareholder (as hcrchfkr defincd)) constituting t~o-thkk of the vofing 
power of the Corporation, given in person or by proxy at a meeting called for ~ c h  P-SC, ~ha!! 
bc ncccssaq to approvc: 

(1) any merger, consolidation or reorganitation (as d e w  in thc G c n d  
Delaware Corporation law) of the Corporation or any Subsidiary (as hereinafta defined) (a) with 
any Lnrrrcsrcd Stockholdcr. (b) with any othcr corporation ( w k t k r  or not itself an Interested 
Srockholdcr) which is, or after such merger, consolidation or reorganhion would bc, an 
m a r e  (as h e r e d a  defined) of 81 b m d  StockhoIder or (c) in which an lnrerened 
S~~~kboldcr .  has an intcrtst (except proponiomely as 1 smck&oIda of rhc Corporation); 

(2) any d e ,  lease, exchange, mongage, pledge, transfer or an). other 
disposition (in one -don or in a xrics of transactions) to or with any lntcrrsrcd Stockholdcr 
or any Affiliate of any htcrcstcd Stockboldcr. or in .rhich an h t d  Stockholder has an 
inrcrcst (cxccpr proportionately as a stockholder of rhe Corporation) of all or wbnanrially all of 
rhs asse~~ of h e  Corporarion or any Subsidiary; 

(5 )  any salc, lcase. oxchange, mortgage. pledge, tTansfer or o&cr 
dqmsition (in one tnnsaction or in a series of d o n s )  of all or substant;dly all of &e 
of an Inr& Stockholder, an Affiliate thertof, or an entity in which rhe I n t d  Stockholder 
has an interest, to &e Corporation or any Subsidiary: 

(4 )  the issuance, salc, cxchangc, disposition or o h  transfer by the 
Corporation or any Subsidiq  (in one tzansadion or in a xrics of trarrsactiom) of any Xzuntics 
of thc Corporarion or any Subsidiary 10 any Interested Stockholder or any Affiliate of any 
Interested Stockholder (ex- p p m o n a t c l y  to the smckholdcn of &e Corporation or such 
Subsidiary) in cxchangc for cash. xrurida or otha p r o m -  (or a combination rheraof) havrng 
an aggregate F a i ~  Marker Value (as hereiaaftcr &find) of fivc million dollars or morc; 

( 5 )  any reclassifica~on of sccurirics (including any rcvasc  stock splir) or 
lczapitalization of thc Corporation or m y  orhcr transanion (u-cr or nu1 with or info or 
othcruisc involx-kg an Interested Stockholder) which has thc cf€ccl, dircaly or iodirccrly, of 
increasing the pportiona~ share of the outstanding shares of any class of quity or convertible 
sauritics of, or othmix increasing the voting power ovcc, thc Corporation or any Subsidiary 
which IS dircctl> or izxhrcctly ountd by MY i n t a d  Stockholder or any of any 
lntncswd Stockholder; 

(6)  any spin-off, splir-off or split-up of the Corporadon in ubich rhe 
Intcrested Stockholder has an innreren (orher rhan proponionately as a nodcholdcr); or 



e , 

(7)any agsement. contract, or orher arrangemenf with an Interested 
Srockholder (or in which &e mmcsud Stockholder has an intcrcst otha than proportionarcly as 
3 stockholdcr) providing for any of the transadom dexribed in clauses (1) h u g h  (6) of &is 
Aniclz Eighrh. 

Thc approval requrred in this Article Eighth, Section 1, shall be required unless all 
of the conditions of S o n  2 of this b c l e  Eighth have becn fulfilled. Such af€irmative vote 
shall be required notwi-g rhe fact &at no vote may be roquircd by law or that a kncr 
p-cenmgc may bc spccificd by law or in any arrangement witb an>- national Securities exchagc 
or othcmisc. For purpoxs of this Seaion I "subscantially all h e  assefs" sball mean assm having 
a book value of more than (i) 10% of rbc book valuc ofthc assets of the cn* in q u d o n ,  in&c 
casc of tbc Corgoration or a Subsidiary and (ii) 90% of the book value of tbe as!a% of the entity 
in question in the case of any other enrity. 

2 E x c e p a .  The provisions of W o n  1 of this ht i& Eighh requiring 
a wo-rhirds vow of holders of thc Company's outstanding voting stock shaIl not bc applicablc to 
an>- pxticulx Busincs Transaction (as hereinafter defined) and such Budnesz T-ction shall 
require only the affirmative vote of thc srockholdcn, if a m ,  as is othuwix rcquircd by law, if 
rhe Business Transacrion shall h a ~ c  bccn approved expressly by a majorit>, of Continuing 
Dkccrors (as hcreinafier defined) of the Corporation. 

3.  Definitions. For dK purposes of this Article Eighth: 

(1) A "Pmon" shall mcan any individual, group, p a x m d p ,  e a r i o n ;  
firm, corporation or orher endty. 

(2) "Interened Stockholder" shall mcan any Pcrson (0th than the 
Corporation, any Subsidmy (as dchcd  bdou.), any cmployet stodc 0umaEp or other 
employee benefit plan of the Corporation or any Subsidiq or MY trustee of, or fiduciary wirh 
rcspar to, any such plan u k n  acting in such capacity) w h  or which (a) is rhc &ncficial OHaa, 
dirntly or &ertly, of more than t ~ n  paccnt (10%) of tbe voting pouw of the outstadkg 
voting stock of the Corporadon; (b) is an Affiliate of the Copration and at any rime uirhin the 
two-ycar period immediareIy prior lo thc dac in quation was thc Bcncficial Owner, directly or 
direct ly ,  of morc than tcn pcrccnt (1 0%) of rhe voting powex of &e oumding voting stock of 
rhe Corporaxion; or (c) is an Affiiiatc of thc Copration and af any dme within &e mo-year 
period immediately prior to thc daw in question was t€xc Bcncficial Owner, dnealy or induectly, 
of ten percent (10%) or morc of rhc v o a  powa of the &en voting stock of the 
Corporation which u s  ac any dme ulrhin &e two ycar pcriod immediately prior to the date in 
q d o n  beneficially owned by an? intacstcd Stockholdcr. if such assignmenr or -ion 
shall have occurred in thc ~ u r s c  of a transiction or series of M o n s  no1 involving a public 
offering within rhc m&g of the Securities Acr of 1953, as amcndcd. Ibe calculation of &e 
perurnqc of bcncficial ownership shall kc made at the follouing rhrcc rimes. any of which will - 
suf5cc for pu~poscs of determining thar a Bcncficial Owner is 3.n Interested S~ockbolder. (i) ai 



. 

rh: time rhc definitive agreement providing for rhe Business Transaction (includmg any 
amendment thereof) w z  entered into, (U) at the Cimc 8 resolution appw the Busincss 
Transaaion was adoped by the Board of Dimtors of the Corporati04 or (iii) as of rhe record 
dare of the Corporation for thc dctcrmination of stockholders enritled IO norice of and to vote on, 
or IO conxnr to, the Business Transaction 

(3) A Person shall be a "Beneficial &ne? of any voting stock of the 
Corporation (a) which such Person or any of its Affitiatts or Associates (as hueiaaftrr defined) 
bcncficially owns ,  d k d j .  or indirdy; (b) ubi& such Pcrson or an); of its Affiliates or 
Associates has (1) the right 10 acquirr ( w k t h c r  such right is exercisable immediarrly or only 
afrer rhe passage of timc), pursuant to m y  agreemen& anangernenr or understanding or upon thc 
cxcrcisc of conversion rights, exchange rights, wanants or otbcr options, or &auk, or (2) the 
right to VO~C pursuant to an)- agrccrnen~ anangtment or mda~tandhg; or (c) which are 
beneficially owncd, dircaly or i n d a y ,  by any PmoD with which such Person or any- of its 
Affiliates has any a g r c ~ m ~ ~ ~ t ,  mangcmcnt or undasrnndhg for thc pmpox: of holding, voting or 
disposing of any shares of such stock. 

(4) For the purpose of detenn-king wh&a a Pmon is an Intcrcstcd 
Stockholder pursuant lo Sectjon 3(2), rhe number of shares of voting suxk of the Corporalion 
d m c d  to be ourstanding shall includc shares darned 04 through appljation of Scction 3(2) 
bul shall nor include an); orhcr s h e s  of voting stock of the Corporation which m3y bc issuablc 
pursuant to any agreemat, arrangement or underuanding, or upon exercise of cOnY&on rights, 
u'arran~ or options, or othawise. 

( 5 )  "Affiliates" or 'ksociatcs" W h v c  r.hc respective meanings ascribed 
io such tenns in Rule 12b-2 of the G c n d  Rules and Regulations under rhc Sccuritic~ kchangc 
Aa of 1934, as in dccl from t h e  10 t h e .  The tam "lksociatc," used to mdiCare a &lionship 
Nith a specified pe~jo". shall also mcan any pcfson who is a director or offim of such spaifid 
person or any of its parrnts or subsidiaries (other than rhc Corporation or any Subsidiary)- 

(6) 'subjidiuy" shall mean any corporation of which at least a majority of 
any class or quity sdcurity is owned, directly or indircaly, by thc Corporation; provided, 
howcvcr. tha~ for che purposes of &e dcGtion of Interested Stockholder set forth in w o n  
3(2), the mm -Subsidiary" shall m a  only a corporation of uhicb at l ~ a a  a majority of cach 
class of equity smnities is owned directly or indirdj-, by the Corpomioo. 

(7) "Fair Market Valuc" shall mean: (a) in the cay of srock, rhc hit&cst 
closing sale price during the thky (30) day perid immediatrly produg thc date in question of 
a share of such stock on tbc Nanonal Association of securities Ddcrs  Automad Quaaton 
SYS- ("NASDAQ) or rhc NASDAQ Nar;onal k k c t  S>-stcm, or: if such node Is not quoted 
on NASDAQ, on the NC.W York Stock Exchange, or,  if such stock is not l i d  on such 
F_xchangc, on thc principal UrUicd States wrUntics cxcbiu~gc rpjstcrtd under the Secmirics 
Exchange ACI or 1934, as amcndcd, on which such sock is Iiucd, or if such sock is not listed on 
any such crchangc, rhc highest closing bid quotation with respect to a share of such stcck during 
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th: rhLty (50) day period immediately preceding rhc &IC in q u d o n  on thc NASDAQ, or any 
system then in use, or if DO w b  quotatiom arc available, the Fair Marker Value of such property 
on Lhe date in qucuion as daamined by a majority of Continuing Directors of h good faith. 

(8) In the evcnr of any Business Transaction in which rhc Corporation 
survives. the phrax -consideration other than cash to be rcccivd” as uscd in subsections @)(I) 
and (ii) of Scction 2 shall include the Common Shares andlor the shares of any 0th~~ clm of 
ourstanding votlng stock nrained by the bolder of such shares. 

(9) “Business Transartion” d d  m a n  any tnnsaction which is refined to 
in Section 1. 

(10) ‘Voting P 0 w a - M  bc calculared by multiplying &e number of voting 
shares or other w h g  sani t ies of rbe Corporation or thc Subsidiary. as the case may be, times 
rhe number of votes (or fiaujonal votcs) p a  such sbarc or security IO which the bolders of such 
s h e s  or securities arc cnutled. 

( I  1) -Continuing D h o r ”  shall mcan any manbcr of thc board of directors 
of the Corporation who (i) is nor an interencd Stockholda or an officer of the Corpomtion md 
who is nof a no&, an m i a t e  or Associale of any such I n t m e d  Stockholder or officer or 
(ii) was prior to his election, recommended for election by a majority of Continuing Directors 
ha on rhc Board. 

4 Daminations bv Directors. A majority of Gmtinuing Dka3ors of the 
Corporation shall have thc powcr and duty to dct&ne for the purpose of this Article, on the 
b s i s  of information knoun to them after reasonable inqw, (a) w h c k  a p c m n  is an Inreresred 
Stockholder; (b) thc number of sharcs of voting stock of the Corporation of which my Person is 
tbc Beneficial Owner, (c) wh&a a Person is an Affiliate or an Associate of mother. (a) whctha 
a Pason bas an agrumcnt, anangcmcnx or undemmchg wilh anothcr as to mancrS rcfcrrcd IO 

hcrcin; (c) uhethcr the assets in a Busheis Transaction an ”substantidly all &e ass%- of an 
cnnty; (0 wherher any Business Transacrjon is o w  in uhich an Inrcrcsrcd Stockholder has an 
lntcrcst; (g) 4 A m  the consideration to be reccivcd for the issuance or -fer of securities by 
rhc Corporation or any Subsidiary in any Business Transadon has an aggrcgatc Fair uarka 
Value of five million dollars or more; and (h) such &a matters with rcspea to which 
dcttxmination is required unda this ArticIc. 

5- Fiducim  rut^ ‘q. Nothing contained in h i s  Arricle shall bc c o d  to 
rcli-c any Iareresd Stodcholdcr fiom any fiduciaty obligauon impscd by law. 

6 .  Amendmcnts. To amcnd or rc@ or adopr any provisions inconsistent uith 
Sections 1 through 6 of this Article Eiehrh, rhere shall bc rcguircd thc M v t  v o t e  or (i) the 
holden of nor lcss &an two-rhirds of thc voring power of &e Corpomion and of &e holders of 
two-thuds of rhe Common Shares at the time oursrandurg voting together as a stpame class or 
(ii) thc stockholders of &e Corpomion s required by law, if &e amenhcnr is approved more 
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t h ~ ~  hcno-thirds of rhe directors of thc Corporation 

7. Section 203. This Article EigM docs not constime an election not IO be 
govcrned by Sccrion 203 of tbe Dclawm Gcncral Corporation Law. 

N L W T H :  A director of the Corporation shall not be personally liable IO rhe 
Corporation or its nockholders for moneriq damaga for brcach of fiduciary d q  as a duecror, 
exccpt for liability ( i )  for any breach of thc dirator's duty of loyalty to the Corporation or its 
stockholders, (ii) for XIS or omksions mt in good faith or Lvhich involve int tnUod I & C O ~ U ~  

or a knouing violaaon of law, (iit) under Section 174 of thc DcIawarc Gcneral Copomtion Law, 
or (iv) for any nansacdon from which the director dcrivcd an improper personal benefit If thc 
Delawarc Gcnaal Corporarion Law is amended TO authorize copw action furtbcr eliminating 
or limiting thc personal liability of directors, thcn thc liability of a director of the Coxpodon 
shall be el imhml or limitcd to thc Mcst cxtent pennined by the Delaware Gcncd Copmion 
Law. as so amended. 

TENTH: Section 1. Right to Indemnification. (a) Each pcrson v-50 ua5 or is made 
a p q  or is rhrearened lo bc ma& a parry 10 or is involved in any aaion. suit or pcocetding, 
u-herher civil, Criminal, adminimarive or inwsliganvc @crcinaftQ a "procccdmg"), by naSOn of 
thc f%ct thar be or she, or a w o n  of whom he or she is the legal reprcscntativc, is or was a 
direcror or of ica  of the Corporarion, including scwicc witb respect zo employee bcncfit plans, 
uhcthcr the basis of such proceeding is allcgcd action LI an official Capacit). as a direaor, officer, 
employee or Gent or in any other capatiry *IC xrving as a director, offi~er, ~mployc~  or 
agm, shall be indemnified by thc Corporation IO rhc fdlcsr cxxnt authorized by rbe Delaware 
General Corporadoo Law, as the same exists or may bercaftcr be amended (but, in thr: c8x of 
any such arncndmmq only IO ttyc mat dut such amendment permits the Corporation to provide 
broader indemnificarion ngh& than said law pexmittcd thc Corporation to provide prior 10 such 
amendment), against all cxpc~e ,  Liability and loss (including aROInqfS' fees, judgments fines. 
ERISA excise taxes or pc-nalties and amounll paid or 1.0 be +d in d e m c n t )  reasonably 
incured or suffered by such p n  in connection thmwith and such iDdemnificaarioa shall 
continuc as to s person who has ceased to bc a dircnor, officer, cmployct or agent and shall 
inure to the benefir of his or bcr hcirs, executors and administrators and @) the Corporadon shall 
indemnify in such manner any personwfiowor is made a p a q o r  is threarcncd to bcmadca 
partj- to a proceeding by rason  of the facr that he, she oc a pcrson of wkom ht or shr is thc legal 
representative, is or was saving a1 &e request ofthe Corporation as a director, offica, cmploycc 
or agent of anorhcr corporation or a partMsrship, joint venture, mm or otha cntaprisc; provided, 
however, t h t  except as provided in !Section 2 of &is Arriclc, the Corporation shall ind&j. any 
such person s e z h  indcmnihtion in conndoa with a proceeding (or part thacof) initiated 
b> such pnsoo only if such proceeding (or part thcrcof) uas authorized by the Board of Directors 
of rhc Corporation In the e a t  a director or officer of rhe C o p m i o n  shall SQVC as a direaor. 
oficer, cmplo?-se or Jgcnc of any corporation, parmmhip, joinr vamrc,  trun or othcr cnrcrprise 
in urhich thc Corporation maintains an invcsnnenr ir W bc cooclusi~-cly presumed for 
purposes of h c  inndcrmificarion provided for in subseaion @) above rhar such scr-icc has been 



u r d d e n  at rbe rcqucsr of chc Corporation. The foregoing prcsumpdon shall apply regardless 
of whethcr such &tor or officer is semi118 such entity at the request of a third party or that his 
or ha senice with such c n t i ~ -  was c o m d  prior to b e  cffccdvcncss of this Article of the 
Gmficate of Incorporation or prior ro his or ber becoming an officer or dircctor of rhc 
Corporation. The right to indemnification codd in Subsection (a) above shall be a mnnac: 
right bascd upon an offer fiom tbc Corporation wGch shall be doemd to be acqtcd by such 
puson's xrvicc or continued scrvicc with thc Corporation for any period after rhc adoption of 
rhis Article of tbe Cmilicak of Incorporation and shall includc thc right to bc paid by the 
C o p m i o n  thc cxpcnsa incurnd m defeoding any such procadhg in advane of its find 
dispoSition; provided., however, rhat ifthc Delauarc Genaal Cmpauon Law r c q u k ,  the 
pymen~ of such cxpcmcs incurred by a director or ofica in his or her capacity as a direcror or 
officcr (and not in any other capacity in which scrvicc: was or is rendered by such pcTson while a 
&rector or offilcer, including, without limirarioa, ServiCe IO an cmploj-a bcxfit  plan) in advane 
of rhe final disposition of a proc6ew, shall be madc only upon delivery lo the cdlporafion of 
an undcrtabg, by or on behalf of such dirnmr or officer. to repay all amounts SO advaoced if it 
shxll u l h r e l y  bc dcrccmincd tbat such director or officer is not aritlcd IO bc indemnified under 
this iCaioo or otherwise. The corporation may, by acrion of its Board of Dizec~os, provide 
indcmnificarion to cmployccs or agcnts of the Corporation with the same scope and c f fa  as the 
foregoing indemnification of directors and officas. 

Section 2. Riqhr of Clairnanr to Brine S Q .  Ifa claim undcr sation l(a) of this Article 
is nor paid in full by the Corporation within thirty days after a unnen claim ~ E S  bccn rcccivcd by 
the Corpodon, rhc claimmt may a1 any dme thereafter bring suit againn rhe Corporation 10 
rezovcr h e  unpaid amount of rhe claim and, if successful, in Whole OT in part, thc c-1 sMI 
be cntitled to be paid also thc cxpensc (induding anorncys' f-) of pr~sccUrjng such ~laim- It 
shall be a defcnx: 10 any such action ( o h  than an action brought to enforce a claim for 
cxpcnscs incurred in defending any proceeding in ad\.ance of its final disposition w k e  the 
required u m k r d k g  . if any is required, has been tcndcrd to thc Corpodon) thar &e claimant 
has nor mct rhc stai?dds of conduct which makc it permissible under the I>clawa-c GcncraI 
Corpomion Law for rhc Corporation to indemnity the ciaimanr for the amount claimed, but &c 
burden of proving such dcfense shall be on rhc Copration Neither rbc failurc of rbc 
Corpodon (kluning its Board of Ducctors, independent I@ collfly1, or its stockholders) to 
have made a dcrcrminarion prior to the cornmcncerncn~ of such action that indamif idon  of the 
claimant is proper in the clrcumstznccs h u s c  he or she has mu thc applicable szandard of 
conduct scf fonh in thc Dcla-arc Gcneral Corporation Law, nor an actual determination by the 
Corpoxa~on (including its Board of DuPcrors, indcpcndun legal counsel, or irs stwkholdcrs) thac 
the claiman: has not mer such applicablc staodard or conduq shall bc a defense to the action or 
acatc a prcsumption that the claimanr har not mci the applicablc nandard of conduct. 

Section 3- Noncxclusivin* of Rights. The right to indemnification and the payment of 
expenses incuned in dcfcndirq a proceeding in advansc of irs final disposition confcnd in this 
Section shall not be exclunw of any other right which any person may have or hereafrer acquire 
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undzr an?. stawe proviswn of thc cenificatc of incorporation by-la\\ agrcemcnr \01C Of 
stockholders cr dmuerzned directors or orhem ise 

Section 4 Insurance The Corporatm may m n t a i n  insurance at i ts  ercpenx to 
proieci itself and anv director officer employee or agent of the Corporatm or a m h e r  
curporrlkn pdnnerihlp pin1 benturc trusl or uthcr alerpnx rptnsl r n )  such cxpcrtx 
lidbilit) oi ludflb t \ k t l ~ r  ui wl thc Corpordtiun \vuuld h,itc [hc putrcf 10 indc.mh such 
perion against suchr\pttnx I&tlit) or loss under the Delaware Gcncrd Corporalton 
Lau 

An) repeal or modification of Anlcks !WWH or TEYTH by thc stockholders of 
ihe Corpratwn \hall no1 adwrcely affect any nght or protectton of a director of fhr: 
Corpramn c\i\linsaI the time of wch r e p 1  or d i f i c a l i o n  

ELELTEYTH- Thc Carporation reserves the right 10 amcnd or repcal any 
provision contained in 1hs Certificate of Incorporation in the mannsr prescribed by the 

la\\s of rhe State of Dela~varc and all ri_shls conferred upon stockholders are gamed 
subject TO rhus resenaiion: proLided. however. that, noiw.rhaandin_p any other provision 
of th is  Certlficarc o f  Incorporation or any provision of law t h a ~  mi& ohenvise pemI1 a 
lrjar \oit' or no vow bur in addtrion to any vole of the hoMers of an). class or series of 
I& stoil: of t h s  Cowrarion required by la\\-or Sy ths Cerrifiiate of Incorporarion rhe 
af5m.ilti~c vutc ufthe Iiuldrrs ofit lcast xvcnry-fivc pcrccnt (7%) or thc- tutin: p w r r  
uf all of ~k tht.n-uutstdndin_u &re of t h .  capital s t u d  uf thc Curporatiun cnrdcd IU VUIC 

senerally In thc ele4on of Directors, voting! to_sIher as a sin_slc: class, shall be required to 
amend 01' repeal ths Ar~iclc ELEVENTH, Setions Cor D of'biclc FIFTH: XnIcle 
SISTH. M I c C  SEVENTH. Mu& EIGHTH, h i c l e  MNIH or Article TENTH 

1.C.H. CO RPO RAT 10 S 

I3) IV' James R k a b i a  

Title Prcadrnt 
I d m o R  .bdbu 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

February 11, 1998 

To: All parties of record 

RE: Case No. 97-516 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sinderely , f 

Executive Director 

HCH/hv 
Enclosure 



Linda D. Dunn 
Assistant Corporate Secretary 
1409  Weiler Boulevard 
Fort Worth, TX 76112  

Mr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY 4 0 2 2 2  

Mr. William Blick 
33 Adam Belle Court 
Perry Park, KY 40363 

Honorable David E. Spenard 
Assistant Attorney General 
1024  Capitol Center Drive 
Frankfort, KY 40601 8 2 0 4  

Mr. Wm. E'. Conrad 
22 Springport Drive 
Perry Park, KY 40363  

Honorable Richard L. Roeding 
Chairman 
Senate Republican Caucus 
State Capitol Annex 
Room 2 5 7  
Frankfort, KY 4 0 6 0 1  



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF GLENWOOD ) 
HALL GOLF & COUNTRY CLUB, 1 
WATER & SEWER DIVISION FOR A 1 CASE NO. 97-516 
RATE ADJUSTMENT PURSUANT TO 1 
THE ALTERNATIVE RATE FILING 1 
PROCEDURE FOR SMALL UTILITIES 1 

0 R D E.R 

On December 22, 1997, Glenwood Hall Golf & Country Club, Water and Sewer 

Divisions ("Glenwood Hall") filed applications for an increase in water and sewer rates 

charged to customers. By Commission Order dated January 30, 1998, an informal 

conference was scheduled for 9:30 a.m., Eastern Standard Time on February IO, 1998 

for the purpose of discussing Glenwood's application with all parties of record. 

Commission Staff prepared a report which contains findings of its financial review of 

Glenwood Hall's operations. Staffs report was issued by Commission Order dated 

February 3, 1998. That Order granted all parties no more than 10 days from the date of 

the Order, or 90 days after the application was filed, whichever is later, to provide written 

comments regarding the Staff Report or request a hearing. 

Commission Staff convened the February 10 informal conference at 9:30 a.m. and 

adjourned at 10:30 a.m. The only parties of record in attendance were Commission Staff 

and representatives of Glenwood Hall. The utility indicated that it was requesting an 

immediate rate increase. With the absence of all intervening parties, the Commission, 

in the interest of economy and to expedite these proceedings, finds that the holding of 

two hearings within a short time of each other on the same issues is good cause to 



deviate from the requirement of 90 days to provide written comments or request a 

hearing and finds that any party should provide written comments or request a hearing 

on or before February 20, 1998. 

IT IS THEREFORE ORDERED that: 

1. The ordering paragraph of the February 3, 1998 Order be declared null and 

void. 

2. All parties of record must provide written comments regarding the Staff 

Report or request a hearing on or before February 20, 1998. If no request for a hearing 

is received, this case will be submitted to the Commission for a decision. 

Done at Frankfort, Kentucky, this 11th day of February, 1998. 

By the Commission 

ATTEST: 
f 



S&ate of Delaware 
J 

Oflice of the Secvetay of State P 4 % & ~ ~ ~ ~  

PUBUC SERVICE 
COMMWSION 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE CERTIFICATE OF OWNERSHIP, WHICH 

MERGES : 

I. C . H. CORPORATION", A DELAWARE CORPORATION, 

WITH AND INTO "SOUTHWESTERN LIFE CORPORATION" UNDER THE NAME 

OF "I.C.H. CORPORATION", A CORPORATION ORGANIZED AND EXISTING 

UNDER THE LAWS OF THE STATE OF DELAWARE, WAS RECEIVED AND FILED 

IN THIS OFFICE THE SIXTH DAY OF OCTOBER, A.D. 1995, AT 1 O'CLOCK 

P.M. 

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID 

CORPORATION SHALL BE GOVERNED BY THE LAWS OF THE STATE OF 

DELAWARE. 

0 2 - 0 2 - 9 8  DATE: 981039917 
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Ofice  of the Secretary of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE CERTIFICATE OF DESIGNATION OF "I.C.H. CORPORATION", 

FILED IN THIS OFFICE ON THE FOURTH DAY OF APRIL, A.D. 1997, AT 9 

O'CLOCK A.M. 

Edward J. Freel, Secretary of State 

8830798 0837445 8100 AUTHENTICATION: 

DATE: 
971443352 12-23-97 



S T A T E  OF DELAWARE 
SECRETARY OF STATE 

RI VISION OF C O m R A  TIONS 
F I L E D  09r00 AM 04/04/1997 

971110481 - 0837445 

CERTIFICATEOF DESIGNAIION 

of 

SERIES A JUNIOR PARTICIPATING PREFERRED STOCK 

of 

I.C.H. CORPORATION 

( h s u a n t  to -on 15 1 of the 
Delaware General Corporation Law) 

I.C.H. Corporation, a coprat ion org- and existing under the General 
Corporation Law of the State of Delaware (heminafter called the “Corporation”), hexby 
certifies that the following resolution was adopted by the Board of Directors of the 
Corporation as requid by Section 151 of the General Corporation Law by unanimous 
writtenconsent: 

RESOLVED, that pursuant to the authority granted to and vested in the 
Board of Directors of this Corporation (bereinafter called the ”Board of Directors” or the 
“Board”) in accordance with the provisions of the Certificate of incorporation of the 
Corporation (the “Certificate of Incorporation”), the Board of Dkctors hereby creates a 
series of Preferred Stock, par value $0.01 per sharc (the “Preferred Stock”), of the 
Corporation and hereby states the designation and number of shares, and futcs the relative 
rights, preferences, and limitations thereof as foIlows: 

Section 1. Dcsivnation and Amount The sharcs of this series shall be 
designated as ”Series A Junior Participating Preferred Stock” (the “Series A Preferred 
Stock”) and the number of shares constituting the Series A Preferrsd Stock shall be 10,000. 
Such number of shares may be increased or decreased by resolution of the Board of 
Directors; provided, that no decrease shall reduce the number of shares of Series A 
Preferred Stock to a number less than the number of s h e s  then outstanding plus the 
number of shares reserved for issuance upon the exercise of outstanding options, rights or 
warrants or upon the conversion of any outstanding securities issued by the Corporation 
convertible into Series A Preferred Stock. 



shall not bear interest. Dividends paid on the shares of Series A Preferred Stock in an 
amount less than the total amount of such dividends at the time ~~ccrucd and payable on 
such shares shall be allocated pro rata on a share-by-sharebasis among all such shares at the 
time outstanding. The Board of Directors may fix a ncord date for the determination of 
holders of shares of Series A Preferred Stock entitled to receive payment of a dividend or 
distribution declared thereon, wtiich record date shall be not more than 60 days prior to !he 
date fixed for the payment thereof. 

Section 3. Votinn Rights. Thc holders of shares of Series A Preferred 
Stock shall have the following voting rights: 

(A) Subjtct to the provision for adjustment hereinafter set forth, 
each share of Series A Preferred Stock shall entitle the holder thereof to 1 ,OOO votes on all 
matters submitted to a vote of the stockholdm of the Corporation. In the event the 
Corporation shall at any time dcclan or pay any dividend on the Common Stock payable in 
shares of Common Stock, or effect a subdivision or combination or consolidation of the 
outstanding shares of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in shares of Common Stock) into a m e r  or lesser number of sharts of Common 
Stock, then in each such case the number of votcs per share to which holders of shares of 
Series A Preferred Stock were entitled immediately prior to such evcnt shall bc adjusted by 
multiplying such number by a fraction, the numerator of which is the number of shares of 
Common Stock outstanding immediately &er such event and tbe denominator of which is 
the number of shares of Common Stock that were outstanding immediately prior to such 
event. 

(B) Except as orhensrix provided the Certificate of 
Incorporation, including any othcr Cettificate of Designations creating a sene of P r e f d  
Stock or any similar stock, or by law, the holders of shares of Series A P r t f d  Stock and 
the holders of shares of Common Stock and any other capital stock of thc Corporation 
having general voting rights shall vote together as one class on all matters submined to a 
vote of stockholdersof the Corporation. 

(C) Except as set forth herein, or as orherwise required by law, 
holders of Series A Preferred Stock shall have no special voting rights and thcir consent 
shall not be required (cxcept to the extent they are entitled to vote with holders of Common 
Stock as set forth herein) for taking any corporateaction. 

Section 4. CcrtaiRestrictions 

(A) Whenever quarterly dividends or other dividends or 
distributionspayable on the Series A Preferred Stock as provided in Section2 are in ancars, 
thenafter and until all accrued and unpaid dividends and distributions, whether or not 
declared, on sharts of Series A Preferred Stock outstanding shall have been paid in fidl, the 
Corporation shall not: 



Section 2. Dividendsand Distributions 

(A) Subject to the rights of the holders of any shares of any series 
of Preferred Stock (or any o h  stock) ranking prior and supenor to the S e n s  A Prcfcrred 
Stock with respect to dividends, the holden of shares of Series A Preferred Stock shall be 
cntitlcd to receive, when, as a d  if declared by the Board of Directors out of firnds legally 
available for thc purpose, quarterly dividends payable in cash on the last day of March, 
June, September and December in cach year (each such date being referred to herein as a 
"Quarterly Dividend Payment Date"), commencing on the first Quarterly Dividend Payment 
Date after the first issuance of a share or fraction of a share of Series A P r e f d  Stock, in 
an amount (if any) per share (rounded to the nearcst cent), subject to the provision for 
adjustment hercinafier set forth, equal to 1,000 times the aggregate per share amount of all 
cash dividends, and 1,000 times the aggregate per share amount (payable in kind) of all 
noncash dividends or other distribdons, other than a dividend payable in shares of 
Common Stock, par value $0.01 per share (the "Common Stock"), of the Corporation or a 
subdivision of the outstanding shans of Common Stock (by reclassification or otherwise), 
declared on the Common Stock since the immediately preceding Quarterly Dividend 
Payment Date or, with respect to the first Quarterly Dividcnd Payment Date. since the first 
issuance of any share or fraction of a sharc of Series A Prefemd Stock. In the event the 
Corporation shall at any time declare or pay any dividend on thc Common Stock payable in 
sharcs of Common Stock, or effect a subdivision or combination or consolidation of the 
outstanding shares of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in shares of Common Stock) into a greater or lesser number of shares of Common 
Stock., then in each such case the amount to which holders of shares of Series A Preferred 
Stock we= entitled immediately prior to such event under tbe precedmg sentence shall bc 
adjusted by multiplying such amount by a fraction, the numerator of which is the number of 
shares of Common Stock outstanding immediatety a f k  such event and the denominator of 
which is the number of shares of Common Stock that were outstanding immediately prior to 
such event 

(B) The Corporation shall dcclaxe a dividend or distribution on 
the Series A Preferred Stock as provided in paragraph (A) of this Section immediately &er 
it declarcs a dividend or distribution on the Common Stock (other than a dividend payable 
in shares of Common Stock). 

(C) Dividends due pursuant to paragraph (A) of this Section 
shall begin to accrue and be cumulative on outstanding shares of Series A Preferred Stock 
fiom the Quarterly Dividend Payment Date next preceding the date of issue of such shares, 
unless the date of issue of such shares is prior to the record date for the first Quarterly 
Dividend Payment Date, in which cast dividends on such shares shall begin to accrue 6orn 
the date of issue of such shares, or unless the date of issue is a Quarterly Dividend Payment 
Date or is a date after the m r d  date for the determinationof holders of shares of Series A 
Preferred Stock entitled to Rceive a quarterly dividend and before such Quarterly Dividend 
Payment Date, in either of which events such dividends shall begin to amme and be 
cumulative from such QuarterIy Dividend Payment Date. Accrued but unpaid dividends 



(i) declare or pay dividends, or make any othcr 
distributions, on any shares of stock ranking junior (either 8s to dividends or upon 
liquidation,dissoIution or winding up) to the Series A Preferred Stock; 

(ii) declare or pay dividends, or make any other 
distributions, on any shares of Stock ranking on a parity (either as to dividends or upon 
liquidation, dissolution or winding up) with the Scries A Preferred Stock, except dividends 
paid ratably on the Series A Prefenwi Stock and all  such parity stock on which dividends 
are payable or in arrears in proportion to the total amounts to which the holdcrs of  all such 
shares are then entitled; or 

(iii) redeem or p m k  or otherwise acquire for 
consideration sharcs of any stock ranking junior (either as to dividends or upon liquidation, 
dissolution or winding up) to the Series A Preferred Stock, provided that the Corporation 
may at any time redem, purchase or otherwise acquire shares of any such junior stock in 
exchange for shares of any stock of tbc Corporation ranking junior (as to dividends and 
upon dissolution, liquidationor winding up) to the Scrics A P r c f d  Stock. 

@) The Corporation shall not permit any subsidiary of the 
Corporation to purchase or othenvisc acquirc for consideration any sbares of stock of the 
Corporation unless the Corporation could, under paragraph (A) of this Section 4, purchase 
or otherwise acquire such shares at such time and in such manner. 

Section 5. R c a c u u i d S h  Any shares of Series A Preferred Stock 
purchased or otherwisc acquired by the Corpxation in any manner whatsoever shall be 
retired and canceled promptly after the acquisition thereof. All such sharrs shall upon their 
cancellationbecome a u t h o r i d  but unissued shares of Prefemd Stock and may be reissued 
as part of a new series of Preferred Stock subject to the conditions and restrictions on 
issuance set forth herein or in the Restated C e r t i b t e  of Incorporation, including any 
Certificate of Designations creating a series of Preferred Stock or any similar stock, or as 
otherwise required by law. 

Section 6. Lisuidation. Dissolution or Winding Up. Upon any 
liquidation, dissolution or winding up of the Corporation thc holders of shares of Series A 
Preferred Stock shall be entitled to receive an aggregate amount pcr share, subject to thc 
provision for adjustment he re inah  set forth, qual  to 1 .OOO h e s  the aggregate amount to 
be distributed per shart to holders of shams of Common Stock plus an amount equal to any 
accrued and unpaid dividends. In the event the Corporationshall at any time declare or pay 
any dividend on the Common Stock payable in shes  of Common Stock, or effect a 
subdivision or combindon or consolidation of the outstanding sharcs of Common Stock 
(by nclassification or otherwise than by payment of a dividend in s b  of Common 
Stock) into a greata or lesser number of shares of Common Stock, then in tach such case 
the aggregate amount to which holders of shares of Series A Preferred Stock were entitled 
immediately prior to such event under the p d i n g  sentence shall bc adjusted by 
multiplying such amount by a fraction the numerator of which is the number of shares of 



j , ’ .  

Common Stock outstanding immediately after such event and the denominator of which is 
thc number of shares of Common Stock that were outstanding immediately prior to such 
event. 

Section 7. Consolidation. Meracr. ctc . In m e  the Corporation shall 
enter into any consolidation. metger, combination or other transaction in which the shares 
of Common Stock arc exchanged for or changed into other stock or securities, cash andor 
any othcr property, then in any such casc each share of Series A Preferred Stock shall at the 
Same time be similarly exchanged or changed into an amount per share, subject to the 
provision for adjustment hereinafter set forth, equal to 1,000 times the aggregate amount of 
stock, securities, cash andlor any other property (payable in kind), as the case may be, into 
which or for which each share of Common Stock is changed or exchanged. In the event the 
Corporationshall at any time declare or pay any dividend on the Common Stock payable in 
shares of Common Stock, or effect a subdivision or cornbination or consolidation of the 
outstanding shares of Common Stock (by reclassificationor otherwise than by payment of a 
dividend in shares of Common Stock) into a grcater or lesser number of shares of Common 
Stock, then in each such case the amount set forth in the preceding sentence with respect to 
the exchange or change of shares of Series A Preferred Stock shall be adjusted by 
multiplying such mount  by a fraction, the numcratar of which is the number of shares of 
Common Stock outstanding immediately after such event and the denominator of which is 
the number of shares of Common Stock that were outstanding immediately prior to such 
event. 

Section 8. Amendment The Restated Certificateof Incorpmdon shall 
not be amended in any manner, including in a merger or consolidation,which would alter, 
change, or repeal the powers, prefemtxs or special rights of the Series A Preferred Stock 
so as to affixt them adversely without the af€iiative vote of the holders of at lcast two- 
thirds of the outstanding shares of Series A Preferred Stock, voting together as a single 
class. 

S d o n 9 .  Rank The Series A Preferred Stock shall rank, with nspcct 
to the payment of dividends and upon liquidation, dissolution and winding up, junior to all 
series of Preferred Stock. 

IN WITNESS WHEREOF, this Certificate of Designations is executed on 
behalfof the Corporationby its Presidentthis@day of April, 1997. 

I.C.H. CORPORATION 

By: /s/ James R Arabia 
Name: James R. Arabia 
Title: President 
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Office of the Secretary of State 

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE COURT ORDERED RESTATED CERTIFICATE OF "I.C.H. 

CORPORATION", FILED IN THIS OFFICE ON THE TWENTY-FOURTH DAY OF 

FEBRUARY, A.D. 1997,  AT 9 O'CLOCK A.M. 

Edzoard J. Freel, Secreta y of State 

0837445  8 1 0 0  AUTHENTICATION: 8830802  

971443355  12-23-97 DATE: 



STATE OF DELAWARE 
SECRETARY OF STATE 

DIVISION OF CORPORATIONS 
FILED 09:OO At4 02/24/1997 

971060607 - 0837445 

-4XfENDED AVD REST.4TED 

CERTIFICATE OF INCORPOR4110N 

OF 

IC H CORPORATIOY 

1 C.H Corporation a corporaion existing under the laws of the Srare of Delaware 
(hcreinafkr called the '-Corporation-'J. does hereby ceniv 

FIRST: The name ofthe Corporation is I C H Corporalion 

SECOND; The Corporation \vas oripnally incorporated under the MTM I c H ,  Inc . 

THIRD: The onylnd Certificate uf Incurpordtiun of the Corporation was 

filed with the Secretary of State of the State of Delaware on April 22: 1977 

FOURTH: This blended and Restatd Ccrtiticatc oflncorporatkn Is being 
etftaed pursuant to SectIons 245 and 303 ot'the Delaware General Corporation Law 

Provision for I& makin5 of thrs Amended a d  Restaled Certificate of 
Incorporation of tk Corporation i s  contained in the Firrt Ameded Joint Plan of 
Reorprimtion o f  I C H Corporatioq fiWa Southwestern Life Corporation mda I C.H 
Corporation S M I  Holding CorporntioR €l;'a Life Interests Corporation and Care 
Fimncd Corpontion. fWa Health Interests Corporakm, case %s. 335-36351 (Chapter 
1 l), 395-3635? {Chapter 1 1 )  and 395-34354 (Chapter 11) .  respeaively, under Chapter 11 
of the United Stares Bankruptcy Code as confirmed by an order of the LXred Stares 
Bankruptcy Coun for the Yorthern District of Texas The bankruptcy petition ws filed 
on October 10. 1995. the confirmation date \vas Januar). 3 1. 1997 with an effective date of 
Febnra? 19. 1997 

FIFTH: 
read as herein s e ~  forth in full 

Thc C~rt Ihc~tr  of Incurpuratwun is amended ;md reswrd in its enlirrty tu 



AMENDED AND RESTATED 

CERTIFICATE OF INCORPORATION 

OF 

I.C.H. CORPORATION 

FIRST: The name of &e corporarjon is: 

IC”. Corporation 

SECOND: The addrcss of its rcgistacd office in the State of Delaum is d o  Unired 
Corporate SeMccs. Inc., 15 East Noah Strtet, in the City of Dover, County of Kent, Stace of 
Delauare 19901. The name of its K- agent at such a d b  is United  corpora^^ Stmi- 
Inc 

THIRD: The nature of the businex or pu_rposcs to kc conduct& or prornoted is to 
cngagc in any 1awfi.d act or activiry for wKch corporations may be or0,anind under the Gcncral 
Corporation Law of Delaware. 

FOURTH: The corporation shall be authorized to issue thc follo.Hing shares: 

CISS wumber of Shares par value 

Common 9,000,000 sO.O1 

P r e f c d  1 ,ooo,o0o w.01 

ThC designations and the powers, preferencts and rights, and the qualikations w 
rstrictions thereof arc as follows: 

The Ref& shares shall be issued fiom time to time in one or more 
series, with such distinctive serial designations as shall bz s t z d  and expressed h 
the resolution or resolutions providmg for the issue of such sharrs as adopted by 
the Board of Directon; the Board of Directors is expressly authorized f~ fix rhe 
annual m e  or ma of dividends for tbe particular series, &e dividend pqmcnt 
&tcs for the panicular series and the daw from which dividends on all shares of 
such Sen= issued prior to thc rccurd dare for the first di\-idend payncnt date shdl 
be cumulative, the rcdcmption price or prices for the particular saies, the voting 



powers for the parncular scrics. thc righrs. if any, of holders of the share of the 
particular scrics to convert the Same into sbares of any other w i e ~  or CIS or 
other securities of tht corporaton. wirh an)- provisions for the s u b q m t  
adjustment of such wnvmion rights, the rights, if any. of the particular saia to 
pAcipare in distributions or pa)menrs upon liquidation, dissolution or winding 
up of the corporadon, and to classify or reclassii any unissued prcfemd shares 
by fixing or altering from time to time any of the foregoing rights privileges and 
qualifications. 

AI1 &e Preferred shares of any one series shall be identical With each orher 
in all respec% except that shares of any one series i d  af diEkrat times may 
differ as to &e darzs &om which dividenb b o o  shall be cumulative; and all 
prcferrcd shycs shall be of q u a l  raak, regardless of Saies, and shall be idmud 
in all respects except as to the particdm &ed by the Board as hcrcinabovc 
prolidcd or as fixed herein. 

Notwitimandlng anythzng contained in this Amended and Rmatcd Cutificare of 
Incorporation to he connary, thc Corporation shall not issuc nonvohp equity securities to the 
extent prohibited by Section 1 123 of the Unired States Bankuprcy Code, 1 I US.C. M a n  
1123; pto\idd, bowevcr, that this provision (i) will have no funher force and cffccr bq-ond that 
required by such Section, (ii) mill  have such forcc and c f f e  if any, only for so long as such 
Sccnon is in cffsr and appljcable to the Coqxxation and (iii) in al l  events may be amended or 
eliminated in accordance uith the applicablc law as h m  timc to time in effect. 

FIFTH: Thc following provisions are insemxi for rhe management of the business 
and the conduct of the affairs of &e Co~rat ion,  and fw further definition, limiraton and 
xgulation of the powas of &e Corporation and of its directon and nockholders: 

A. The business and affairs of thc Corporation shall bc managed or under 
&e direction of the board of diromrs. In addidon to the p o w z ~ s  and authority expressly 
confcrrcd upon than by statute or by this Certificate of Incorporation or ttK: by-law of thc 
Corporation, the directors ax henby cmpowcrcd to the f d l a  cxttnt pamined by law to 
exercise all such powers and do all such acts and things as may be exercised or done by the 
Corpomion 

B. Tbc direaors of the Corporation are to be elected by untm ballot unless 
rht by-lauT proiide othewise. 

C Except as othauise provided in any Fkfared Stock Designation, m y  
action r e q u i r d  or permined to be taken by thc stocliholdm of the Corporarion must be effected 
a1 a duly called annual or Special maCtin_e of stocwloldcn of &e Corporation and may not be 
effected by any consent in writing by such axkholders. 

3 



D. Special meetlngs of s~ockholdm of the Corporation may bc called only by 
thc Chairman of the Board or tht Chief Exccutivc O f f i a  or by thc board of directors auing 
pursuant to a resolution adopted by a majority of the Whole Board for puxpes of rhis 
Certificate of Incorporation. The term 'Whole Board" shall mcan the total number of authorizad 
directors wherher or nor t h e n  c x h  any vacanck in pre\iously authorized directorships. 

SIXTH: A. The board of direcum shall bc c o r n p a  of no lcss than four (4) 
members and no more &an five (5) mcmbcrs. The directors shall be divided into two classes, 
uilb the term of office of the first class to expirc at the first ann& e g  of stockholders 
following such classi6cation ("class 1 Dincto~s") and rbe term of 0- of the second clas IO 
expire at the scad a n n d  mating of srodcholders following such classifcation (%lass 2 
Directors"). Class I Directon shall bc comprised of one (1) member, in tbc event that the Board 
cons is^ of four (4) total mcmbas> and two (2) mcmbcs in the event that the Board consists of 
five (5)  total members. Class 2 Directors shall bc comprised of thrre (3) ncmbers. At each 
annual meeting ofsrodcholders following such initial classification, dirocrors eleaed to succccd 
those dirccton whose term expire MI be eleaed for a tcnn of office to expire at thc Kcond 
succeeding annual meeting of Srockholdm aftcr thcir election. 

B. Newly creared directorships multing from any increase in the aulhociid 
numkr of dlrecton or any vacancies in the b o d  of directors resuldng h m  death, resiption, 
retirement, disqudification, removal 'from office or other cause shall, unless othcnvisc providcd 
by law or by resolution of thc board of dimmrs, be filled only by a aajonw vote of the direcrors 
thcn in office, though lcss thm a quorum and not by thc stockboldas, and directors so chosen 
shall hold office for a term expiring at thc armual meeting of stockholders at which the term of 
office of the class to utrich they have been chosen cxpircs. No decrease in tbe a u t h o d  
number of directors shall shorten thc term of any incumbent -or. 

C. Advance notice of stockbolda nominations for &e elecdon of directors 
and of business 10 be brought by stockholders before any meeting of the stockholdm of the 
Corpodon shall bc gvcn in tbe mdnner provided in the by-law3 of thc Corpodon- 

D. Any dirccrors, or the entire board of directors, may be removcd h m  
office at any time, but only for cause and only by the &,rmativc vote of the holdas of at least 
w~-thirds ( 2 3 )  of tbe voting power of all of thc thenanmdng shares of capital stock of the 
Corporation cnridcd to vote g e n d l y  in the eIection of direcrots voting togahcr zs a single class. 

S E W " :  'Ihc bard ofdircctors is ocpresslg tmpowcrcd to adopt. amcnd OT rcpcal 
by-Iaws of the Corporation. Any adoption, amendment or rrpcal of the by-law of the 
Corporation 
Board. The stockholdm shall also have power to adopt, amend or rcpcal rhc by-laws of the 
Corporadon; providd, however, in addition to any vote of &e holders of any class or series 
of stock of the C o p m i o n  quircd bv law or by this d a t e  of lncorpomtion, the af€irmative 
vote of thc holders of at lean seveny-five pcrccnt (75%) of the voting power of all of rhe then- 

the b o d  of directors shall require tfie approval of a majority of h e  Whole 



ouzgading shares of the capital stock of the corporation entided to vote gmeraliy in the clcction 
of directors. voting mgcthcr as a single class, shall be required to adopt, amend or 
provjsion of the by-law of the Corporation. 

any 

EIGHTH: 1. The afhnativc vote of thc holden of shars ( o h  than shares 
held by an Intacskd SharehOldcT (as hcreinafttr defined)) c o ~ & t h g  of the voting 
power of the Corporation, given in person or by proxy at a meeting called for such p u r p ~ ~ ~ ,  shall 
bc ncccsmy to approve: 

(1) any merger, consolidation or rcorganitaton (as dcfincd in thc General 
Delaware Corporation law) of the Corporaxion or any Subsidiary (as herein&= defintd) (a) 4th 
any Interested Stockholdcr. (b) with any othcr corporation (whether or not itself an In- 
Srockholdcr) which is, or afttr such merger, consolidation or reorgani&on would bc, an 
affiliate (as hereinafter defined) of an l n d  Stockholder or (c) in which an lnterened 
Stockholdcr. has an intutst (except proponjomely as a stockholder of the Corporation); 

(2) any sale, lease, exchange, mortgage, pledge, traasfer or any orha 
disposition (in one transaction or in a series of transactions) to or uith any I n d  Stockholda 
or any Affiliate of any Intercstcd Srockholdcr. or in vihich an Intcrcstcd Stockholder has an 
intercd (except proportionately as a sockbolder of the Corporation) of all or wbsranrdly all of 
the assets of the Corporarion or any Subsidiap; 

(5) any salc, lcase, oxchange, mortgage. pledge, transfer or o&cr 
disposition (in one tramaction or in a series of nansacdons) of all or substantially all of &e assets 
of an Intercsrrd Stockholder, an Affiliate thereof, or an entity in which the I m d  Stockholder 
has an interest, to the Corporarion or any Subsidiary; 

(4) the issuance, sale, cichangq dsposition or otber transfer by the 
Corporation or any Subsidiary (in one transaction or in a xnes of ~ c t i o m )  of any StCuTitics 
of the Corpodon or any Subsidiary 10 any Intffested Smckholder or any AffIJiare of any 
Interested Stockholder (cxccpt ppomonately to the stockholders of the Corporation or such 
Subsidiary) in cxchangc for cash. 5ccuTifics or otha p r o m -  (or a combination dxze~f) having 
an aggregate Fair W e t  Value (as hcreinaftcr dehcd) of Gvc million dollars or more; 

( 5 )  any reclassification of Kcurirics (including any TCVQSC stock splil) or 
nxapitalization of thc Corporation or m y  other transaction (uhethcr or not with or into or 
orhcruisc involLing an Interested St&hIda) d k h  has thc &at, diratly OT m, of 
increariag the pportionatc share of the ourstanding shares of any clrw of quity or convertible 
xruritics of, or othmisc increasing the voting power over, the Corporation or any Subsidiary 
which is directl_v or indirectly oumd by any Interested Stocliholda or any Affiliate of any 
Inwrested Stockholder; 

(6) any spin-off, split-off or splhup of the Corporation in uhjch the 
Intcrested Stockholder has an interen (orher rhan pmponionately as a stockholder); or 
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(7)any agreement. contract, or orher arxangemen~ w i ~ € ~  an Intmested 
Srockholder (or in uhich the mrcrcsrtd SrockhoIdcr has an interat othcr than Proportionately as 
a stockholder) providing for any of the fnnsactions described in clauses (1)  &rough (6) of &is 
Article Eighch. 

The approval requued in this Article Eighth, Section 1, shall be required unless all 
of The mnditions of Section 2 of this Afiicle Eighth have been fulfilled. Such aflinnative vote 
shall be required notwithsmdmg &e faa that no vote may be requid by law or that a lesser 
peruntage may bc spccificd by law or in any arrangement w i h  any national securities cxchimgc 
or othewiu. For purposcs of this W o n  1 "substantially a l I  the assets" shall mean assets having 
a book value of more than (i) 1oo/o of the book value of the asscts of the entity in question. in the 
caxl of thc Corporation or a Subsidiary and (ii) 90% of the book valw of tbe assess of &e entity 
in quesrion in the case of any other enrity. 

2. Exce~m- The provisions of Section 1 of this Article Eighh requiring 
a NO-birds vote of holdm of the Company's outstanding voting stock shan not bc applicable KO 
any particulx Busincss Transaction (as hereinafter de-) and such B u s k s ~  Transac~on shall 
require only the afEmativc vote of the stockholders, if any, as is othcrwisc required by law, if 
the Business Transacdon shall haw bccn approved expressly by a mjoriv of C0nr;nU;ng 
Dirccrors (as hereinafter defined) of the Corporation. 

5. Definitions. For rhe purposes of this Article Eighth: 

(1) A "Person" WI m a n  any individual, group, parmership, assodation; 
6nn, corporation or orher endty. 

(2) "Interested Stockholder" shall mtan any Pason (other than the 
Corporation, any Subsidmy (as dchcd belou*), any cmpIoyec stodc oullenhip or 0th 
employee benefit plan of the Corporation or any Subsidizq or any trustee of, or fiduciary wirfi 
rrspcct to, an>- such pian u k n  acting in Nch capacity) who or which (a) is h c  Beneficial Owner, 
directly or indirectly, of more than ten percent (10%) of the voting p w  of the outstanding 
voting stock of the Corporation; (b) is an Affiliate of the Corporation and at any time within the 
two-year period immediateIy prior to the datc in q d o n  was the Bencficial Owna, directly or 
direct ly ,  of more than ten pcrcent (1 0%) of &e voting power of the outsfanding voting stock of 
the Corporation; Or (c) is an Affiiak of the Corporation and at an): time wirhin the nvwyea~ 
period immediately prior to the date in question was the Beneficial ownef, direaly or iadirectly, 
of rem percar  (1  0%) or more of the vo- power of the rhen o m w d i n g  voting stock of the 
Corporation which uzs at any rime widin &e ruio year pcriod immtdiately prior to the date in 
question beficidly owned by an): Intcrcstcd Stockholder, if such assigmnern or ruccession 
shall have occurred in thc course of a transaction or Saies of tms&ons not involving a public 
offering within the meaning of the Securities Act of 1953, as amended. Tbe calculation of &e 
percentage of beneficial ounership shall be made at &e following thrcc dmcs. any of which will - 
suffice for purposes of determining thar a Bcncficial &ma is an Interested Srockbolder; (i) at 



rh.: time the definitive agreement providing for the Business Transaction (inch- any 
amendment thereof) was entaed into, (ii) at the rime a resolution appro* the Business 
Transaction was ado@ by &e Board of Directors of the C o ~ r a l i 0 4  or (5) as of the rtcord 
date of rhe Corporation for the dcterminarion of stockholders entitled fo notice of and to vote on, 
or to consent to, the Business TranSaaion 

(3) A Person shall be a "Beneficial Own6 of any voting stmk of the 
Corporation (a} which such Pason or any of its A.f€iliaks or Associates (as hcrcinafter defined) 
beneficially owns, d h d y  or iudirdy; (b) wiich such Pcrson or any of its AfI3iateS or 
Associates has (1) the right 10 acquin (d&c r  such right is Orcrcisable immediately or only 
after the passage of time), pursuant to any agreement, arrangernear or understanding or upon the 
cicrcise of conversion rights, exchange rights, warranfs or otbcr options, or otherwise, or (2) the 
right to vote pursuant to an>- agreement, urangement or mdasranding; or (c) whicb axe 
bendicially owncd, directly or i n d i e y ,  by any Pcrson with which such Person or MY- of its 
Affiliates has any agrcemcns amnganent or undcrsranding for the purpsc of holding, voting or 
disposing of any shares of NCb stock- 

(4) For the purpose of determining whether a Pmon k an fntcrssted 
Stockholder pursuam t o  Section 3(2), the number of shares of voting stock of the Corporarion 
dcnncd to be outstandkg shall include shares deemed owned through application of Scction 3(2) 
bur sal1 nor include any orhcr shares of voting stock of thc Colpodon uhich may k issuable 
pursuant to any a,pxmcnt, anangement or underuanding, or upon exercise of conversion rights, 
warrants or options, or othawise. 

( 5 )  "Affiliate? or 'ksociatuq shall have the nspeaive meanings ascriixxi 
to such terns in Rule 126-2 of the Gcncral Rules and Regulations under the Securities Exchange 
Act of 1934, as in dax from h e  to time- The tam "Associate," used to indicate a rehuonship 
with a specified person, shall also mcan any p m o n  who is a dimctor or officer of such specified 
pason or any of its parrnts or subsidiaries (other than rhc Corporation or any Subsidiary)- 

(6) Tubsidiuy" shall mean any cotpoxation of which as 1- a majority of 
any class or equity sccutity is owned, dinxtly or indircdy, by thc Corporation; providd, 
howevcr. that for rhe purposes of the &hition of Intcrcstcd Stockholder set farth in section 
5(2), rhe tenn "Subsidiary" shall mean only a mqmation of which at last a majority of ocb 
clzs  of equity secmities is ownd d i r d y  or indirectly, by the Corporation. 

(7) "Fair M d c t  Valuc" shall mean: (a) in the case of stock, thc highat 
closing sale price during the thirty (30) day period immediatrly prtccduy thc date in question of 
a share of such stock on tbc Nanonal Association of Securities Dealers Automated Quaation 
System ("NASDAQ) or the NASDAQ National Market System, or: if surh stock is not quoted 
on NASDAQ, on the New York Stock Exchange, or, if such smk is not l i d  on such 
Exchange, on thc principal Urutcd States scclaitics cxchargc wgstd d e r  the Securities 
Exchange Act or 1934, as amended, on which such srd is l i d ,  or ifsuch stock is not listed on 
any such cschange, thc highest closing bid quotation with respect to a share of such stock during 



th: thirty (50) day pcriod immediately preceding the datc in q d o n  on the NASDAQ, or any 
system then in use, or if M) such quotations arc available, the Fair Market value of surb p r o w  
on Lhc date in question as dctamjned by a majority of ContiRuing hXloIS of in good faith. 

(8) In the evcn~ of any Business Transaction in which the Corporation 
survives.. the phrase -consideration other than cash to be received" as used in subsections &)(I) 

and (ii) of Seclion 2 shall include the Common Shams andlor the shares of any other class of 
outstanding vohng stock retained by thc bolder of such shares. 

(9) "Business Transaction" shall mcan any txausaction which is rda-red to 
in Section 1. 

(10) ''Voting Powcr" shall be calculated by multiplying the number of votins 
sharcs or orher w6ng securities of rhe Corporation or the Subsidiary, as the casc may be, rimes 
rhe number of votes (or fractional votcs) p a  sucb share or secufify to wbich the holders of such 
sharrs or securities arc entitled. 

(1 1) Continuing Director" shall mean any m a l m  of thc board of directors 
of the Corporation who (i) is no1 an intered Stockholder or an officer of the Coxpodon and 
who is not a nominee, an m i a t e  or Associate of any such Interested Stockholder or officer or 
(ii) was prior to his eleaion, recommended for election by a majority of Continuing D i r t ~ t o ~  
hen on the Board. 

4 Daminations bv Directors. A majority of Continuing DireCtors of the 
Corporation shall have the powcr and duty to dctcmJne for the purpose of this Article, on the 
basis of information know to them afier reasonable inquiq, (a) whctha a pcrson is an Interested 
Stockholder; (b) the number of shares of voting stock of the Corporation of which any Pcrson is 
thc Beneficial Ownq (c) whether a Pcrson is an Affiliate or an Associate of mothcq (a> whether 
a Pason bas an agxumcnt, anangemem or undemandmg with another as to ma!tas referred to 

hcrein; (e) whether the assets in a Bushes Transadon arc "substanridly all the assets" of an 
emir?.; ( f )  w h e k  any Business Transaction is ow in m%ich an h t ~ d  Stockholdcr has an 
Intcrcst; (g) u%&er the considmuon to be rcceivcd for the issuance or transfer of d t i e s  by 
the Corporation or any Subsidiaq- in any Business -Transaction has an aggregate Fair Market 
Value of five million dollars or more; and (h) such d e r  matters with rcspax to which 
dctcrmination is qui red  uncia &is ArticIc. 

5- Fiducjm Dut~ 'q. Nothing contained in this Arricle shall be c o d  to 
rclieve any Inreresed Stockholder fiom any fiduciary obligation imposed by law. 

6.  Amendments. To amcnd or repeal or adopt any provisions inconsjstent uith 
Sections 1 through 6 of this Article Eighth, there shall be quircd the -vc vote or (i) the 
holders of nor less than two-rhirds of the voting power of the Corporaion and of the holders of 
rwo-thirds of the Common Shares at the time outstandmg voting tog&cr as a separate class or 
(ii) thc nockholders of the Corporaion as required by law, if the amendment is approved more 



thcin two-thirds of the directors of the Corporation. 

7. Section 203. This Anicle Eighth docs not coIlstitufc an eleaion not IO be 
govemcd by Section 20; of the Dclamx General Corporation Law. 

NLhlTEI: A director of the Corporation shall not be personally liable to rhe 
Corporation or its nockholders for m o n e w  damagcs for breach of fiduciary duty as a director, 
except for liability (i) for any breach of thc d i r a t a ~ ' s  duq of loyalty to the Corporation or its 
stockholders, (ii) for acts or omissions wt in good faith or which b v o l ~ e  h k n t i o d  h n d u c t  
or a knouing violation of law, (iii) under section 174 of thc Dclawsrc Gcneral C o p d o n  Law, 
or (iv) for any transaction from which the director derived an improper perY>nal benefit. If the 
Delaware Genaal Corporarion Law is amended to authorize corporav action further diminat& 
or limiting the personal liability of directors, thcn thc liability of a dimor of the Corporation 
shall be eliminatd or iimitcd to &c fLllcs~ c ~ t e n t  permined by the Delawrc Genaal Corpoxation 
law, as sa amended. 

TEIVTH: Section 1. Rinht to Indemnification. (a) Each person ml~o uas or is made 
a party or is threarencd to be ma& a parry IO or is intqO1ved in any adon, suit or proceeding, 
u-hether civil, criminal, admjnistrarive or invtstipivc (hcrciicr a "pmccdmg"), by nason of 
thc faa that he or she, or a pmon of whom he or she is the legal representarivc, is or -as a 
direcror or officer of the Corpoation, including service with respect zo empioyee b e f i t  plans, 
uhcthcr the basis of such proceeding is allcgcd action in an offiiCial CapaCit). as a direcror, officer, 
employee or agent or in any o k  capaciTy while xMng as a director, officer, ~ m p l ~ y - ~ e  or 
age115 shall be indemnified by &e Corporation IO &be fitllest cxfcnt authorized by &e Delaware 
Gtneral C o p m i o n  Law, as the same exists or may hereafter be amended (bt~t, in the case of 
any such amendment, onIy IO ?he extent that such amendment permits the Corporation 1.0 provide 
broader indemnifidon rights than said law permittcd the Corporation IO provide prior $0 such 
amendment), against all upense, Liability and loss (including attorneys' f a ,  judgments, fines. 
ERISA excise taxes or pnraltia and amounts paid or to be paid in wnlemcnf) rcasonabIy 
incurrd or suffered by such pmon in connecrion 
continuc as to s person who has ceascd IO bc a dirtcror, officer, cmployce or agent and shall 
inure to rhe benefit of his or hcr heirs, executors and administrators and @) the Corporation shall 
indemnify in such manner any person who was or is made aparty or is thrcatcncd to be rnadc a 
parry- to a proceeding by fcaSOn of the fact that he, she of a pcrson of w%om he or she is the legal 
representative, is or wps serving at the request of the Corporation as  a director, officer, cmploycc 
or agenr of a n o k  corporation or a parmrrship, joim vennue, rn or orhcr cnmprisc; provided, 
however, thjt except as provided in Secrion 2 of lhis Article, fhe Corporation shalI indernnifj. any 
such penon wkiq indcmnihtion in connectioa with a procteding (or part thereof) iniriatcd 
b> such person only if such pmceeding (or parr thereof) was authoriztd by the Board of Directors 
of rhc Corporation In the event a director or ofiicer of &e Corporation shall save as a drreaor. 
oficer, employee or sgenr of any corporation, parmrrshsp, joint vmme, trusf or other onrcrprise 
in which thc Corporation main& an invemnenr it shall be conclusively presumed for 
purposes of thc indemnification provided for in subsection (b) above that such senice has been 

and such indemnif iad~~ shall 



urdertaken at rbe requcst of thc Corporation. The foregoing preulmprion shall apply regardless 
of whether such dircctor or 06cer is sewing such entity at the requen of a third parry or that his 
or ha senxe with such cntip was commcIlced prior to the effktivcncss of this Article of the 
Cedicaw of Incorporation or prior to his or ber beaming an officer or director of tht 
Corporation. The right to indemnification c o d d  in Subsstion (a) above shall be a cuntract 
right based upon an offer f3om the Corporation which shall be deemed to be accepted by such 
pcrson's xwice or conhued scrvicc with thc Corporation for any period afta thc adoption of 
this Article of &e Certificate of Incorpomion and shall include thc right to be paid by the 
Corporation thc cxpcnscs i n c d  rn defadmg any such proceeding in advance of its finaI 
dispositiOn; provided, however, that if the Delaware Genaal Corporation Law rap&,  the 
paymeni of such cxpcnscs i n d  by a director or officer in his or hcr capacity as a direcror or 
officcr (and not in any other capacity in which service uas or is rendered by such person while a 
director or officer, including, without limitarion, Service to an employee benefit plan) in advance 
of the final disposition of a proceedkg shall be madc only upon delivery to the Corpodcm of 
an undertaking, by or on behalfof such &tor or officer, to repay all amounts so advanced if it 
shall ultimarely be dctmincd thar such d i r w r  or officer is not entitled to k indemnified under 
this seaion or otherwise. The corporadon may, by action of its Board of Dire~rors, provide 
indcmnificarion to employas or agcnts of the Corporation with the samc scope and effect hs the 
foregoing indemnification of directors and of€icxrs. 

I I 

Section 2. Rich of Claimant KO Brino, SI&I. If a claim undcr d o n  l(a) of this Article 
is not paid in full by the Corporation within thirty days after a ~ritten claun has bccn nccivcd by 
the CoIporation, the claimmt may a1 any rime thereafter bring suit against the Corporation to 
rccovcc &e unpaid amount of the claim and, if successful, in whok or in part, thc claimant shall 
be cntitled to be paid a h  tfK expense (including anorncys' fca) of prosecuting SU& ~laim. It 
shall be a defcnse KO MY such action (other &an an action brought to enforce: a claim for 
cxpemes i n c d  in defending an? proceding in advance of its final disposition w k e  the 
required undenaking . if any is required, has been tendend to rhc Corporation) rhar the claimant 
has not met tfic standvds of conduct which &e it permissible under &e DcIawarr Gcncral 
Corporadon Law for the Corporation to ind&q the claimant for the amount claimed, but thc 
burden of proving such defense shall be on thc Corporation. Neither Qt failure of tbe 
Corporation (including its Board of M o r s ,  lndependeot Icgal cou~~sel, or its stodrbolders) to 
have made a dztcnninarion prior to the commencement of Nch action tbat indemnifiC;rtion of the 
claimant is proper in the crrcumsbnccs because he or she has mct the applicable szandard of 
conduct set forrh in the DclaHiarc General Corporaton Law, nor an d determination by the 
Corporation (including its Board of Directors, indcpcndun legal counsel, or its stockholders) tha~ 
he claimant has not met such applicable Rapdard or conduct, shall bc a dcfcnsc to the action or 
acatc a presumption that the claimant has not met the applicable standard of conduct. 

Section ;- Noncxclusiviw of Riehts. The right to indemnification and the p p e n r  of 
expenses incurred in defcnding a proceeding in advance of its final disposition confcrred in this 
Section shall not be exclusive of any other right which any penon may have or her- acquire 
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under an) sraiue proviswn of thc certificarc of incorporation by-tau. agreement V O ~ C  of 
stockholders or disinterened directors or o t h i u  

Section 4 Insurance The Corporatmn may maintain insurance. at irs expense. IO 
protect ilself and any director. officer. employee or asen! of the Corporation or anorher 
corporatiun partnershp. p i n t  venture. t r u t  ur other rn~rrprix +tinst any such cxpenx. 
liability or loam. tthethttr or not thc Curpuratiun ~ ~ l d  haw the p u c r  10 Indenmi@ wch 
person asainst suchexpenx. liability or loss under the Delaware General Corporation 
Lau 

Any repeal or modification of Articles NlNTH or TEYUTH by the stockholders of 
The Corporation <hall no! adversely affect any nght or protection of a director of (he 
Corporation cuictin_q ar the time of v c h  r e p 1  or modification 

ELEF'EYTH. Thc Carporation reserves the ri@t to amend or repcal any 
provision contained in ths Cenificate of Incorporation in rhe manner prescribcd by the 
laivs of the Stare of I>ebn.are and all rishrs conferred upon stockholders are granted 
subject to this reservation: pro\rided, hou-ever, that, notwith.s~ndin_~ any other provision 
of this Cenificate of Incorporation or any provision of law thar mi@ otherwise permir a 
lrjxr \OW or no vote but in addirion to any vote of the holders of any class or series of 
1he stoil: of this Corporation required by la\v or 51, this Cerzifiiate of Incorporalion rhe 
affim,ati\r vute of the Iioldrrs of 11 Ira31 xvcnty-fiw pt-rcent (750.i) ur the w t i y  p w r  
of all uf thc then-uutstanding s h e  of the capital stock of ths: Corporation entitled IO votr 
generally in the election of Directors, vo!in_p tosether as a single class, shall be required 10 
amend 01' repeal this Micle ELEVENTH, Sections C or  D of Article FIFTH: Article 
SIXTH. Article SEVENTHI &tide EIGHTH, Xrtlcle MNTH or Aticle TENTH 

1.C.B. CORPORATIOX 

By /sf James R Arabia 
\(am J a m s R  .babU 
Title Predrnr 



C O M M O N W E A L T H  OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730  SCHENKEL LANE 
POST OFFICE BOX 61  5 

FRANKFORT, KY. 40602 
(502) 564-3940 

February 3 ,  1998 

To: All parties of record 

RE: Case No. 97-516 

We enclose one attested 

the above case. 

COPY of the Commission’s 

Si+erely, 

Order in 

cy€, p-<* 
Helen C. Helton 
Executive Director 

HCH/hv 
Enclosure 



Linda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX 76112 

, Mr. William Blick 
~ 3 3  Adams Belle Court 
Perry Park, KY 40363 

IYr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY 40222 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capitol Center Drive 
Frankfort, KY 40601 8204 

Mr. Wm. F. Conrad 
22 Springport Drive 
Perry Park, KY 40363 

Honorable Richard L. Roeding 
Chairman 
Senate Republican Caucus 
State Capitol Annex 
Room 257 
Frankfort, KY 40601 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF GLENWOOD ) 
HALL GOLF & COUNTRY CLUB, ) 
WATER & SEWER DIVISIONS FOR A ) CASE NO. 97-516 
RATE ADJUSTMENT PURSUANT TO 1 
THE ALTERNATIVE RATE FILING 1 
PROCEDURE FOR SMALL UTILITIES ) 

O R D E R  

On December 22, 1997, Glenwood Hall Golf & Country Club, Water and Sewer 

Divisions (“Glenwood Hall”) filed applications for an increase in water and sewer rates 

charged to customers. Commission Staff, having performed a limited financial review 

of Glenwood Hall’s operations, has prepared the attached Staff Report containing Staffs 

findings and recommendations regarding the proposed rates. All parties should review 

the report carefully and provide any written comments or requests for a hearing no later 

than 10 days from the date of this Order. On January 30, 1998, the Commission issued 

an Order scheduling an informal conference for February 10, 1998, at 9:30 a.m., Eastern 

Standard Time, in Hearing Room 1 of the Commission’s offices at 730 Schenkel Lane, 

Frankfort, Kentucky. Commission staff will be available at that time to discuss with those 

present any issues concerning the information contained in the Staff Report. 

IT IS THEREFORE ORDERED that all parties shall have no more than 10 days 

from the date of this Order, or 90 days after the application was filed, whichever is later, 

to provide written comments regarding the attached Staff Report or requests for hearing. 

If no request for a hearing is received, this case will be submitted to the Commission for 

a decision. 



Done at Frankfort, Kentucky, this 3rd day of February, 1998. 

By the Commission 

~ q c n  c:* 
ecutiv Director 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF GLENWOOD HALL 1 CASE NO. 
RESORT AND COUNTRY CLUB FOR AN 1 97-5 1 6 
ADJUSTMENT OF RATES PURSUANT TO ) 
THE ALTERNATIVE RATE FILING PROCEDURE ) 
FOR SMALL UTILITIES ) 

STAFF REPORT 

Prepared by: Jack Scott Lawless, CPA 
Auditor, Financial Audits Branch 
Division of Financial Analysis 

Prepared by: Brent Kirtley 
Public Utility Rate Analyst 
Communications, Water and Sewer 
Rate Design Branch 
Division of Financial Analysis 



STAFF REPORT 

ON 

GLENWOOD HALL RESORT & COUNTRY CLUB 

CASE NO. 97-516 

A. Preface 

On December 22, 1997, ICH Corp. dba Glenwood Hall Golf & Country Club 

("Glenwood") submitted its application to the Kentucky Public Service Commission 

("Commission") seeking an increase in rates for water and sewer service pursuant to 807 

KAR 5:076, the Alternative Rate Adjustment Procedure for Small Utilities. Glenwood 

requested and received Commission Staff ("Staff") assistance in preparing its application. 

In providing this assistance, Brent Kirtley and Scott Lawless of the Commission's 

Division of Financial Analysis performed a limited financial review of Glenwood's test 

period operations for the twelve month period ending October 31 I 1997. Glenwood did 

not make any revisions or changes to the recommendations and findings of Staffs 

limited financial review. In fact, the financial exhibits presented in Glenwood's application 

are Staffs recommended pro forma operations which supported increases in water and 

sewer operating revenues of $71,736.54 and $21,080.97, respectively. Staff has 

prepared this report to summarize its findings of its limited review. Mr. Lawless is 

responsible for this Staff Report except for the sections relating to operating revenues 

and rate design which were prepared by Mr. Kirtley. 

Scope 

The scope of the review was limited to obtaining information as to whether 
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Glenwood’s test period operating revenues and expenses were representative of normal 

operations. Insignificant or immaterial discrepancies were not pursued and are not 

addressed herein. 

- B. Analvsis of Operatina Revenues and Expenses. 

It is Staffs opinion that Glenwood’s utility division test year operations were 

subsidized by another division of Glenwood or by a parent company. Staffs opinion is 

substantiated by appendices A and B, as attached hereto, wherein water and sewer pro 

forma present rate net operating losses are shown to be $60,080.31 and $17,154.46, 

respectively. 

WATER DIVISION: 

Ope ra t ina Revenues 

Staff conducted a billing analysis using Glenwood’s billing records for the twelve 

month period November 1996 through October 1997. The analysis resulted in total 

water sales of $25,398.76 for the test period. 

Operatinn Expenses 

During Staffs review, Glenwood’s test year operating expenses for the water 

division were determined to be $103,887.28 which Staff proposed to be reduced by 

$1 8,408.21 to properly reflect normal operations. Staffs adjustments are explained as 

follows: 

Gasoline: 

During the test period an amount of $1,147.03 was paid to Ferret Gas for the 

purchase of fuel. This expense was incurred by a separate operating division of 
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Glenwood but was erroneously charged to the water division. Therefore, this amount has 

been eliminated from test year operations. 

FICA Expense Emplover, FUI Expense Emplover, SUI Expense Emplover. and 
Workers Compensation: 

During the test year Glenwood reported social security taxes, federal 

unemployment taxes, state unemployment taxes, and workers compensation expenses 

of $1,001.46, $61.40, $324.75, and $859.86, respectively. Staff has eliminated these 

amounts from test year operations as they have been included in Staffs pro forma 

calculation of Salaries and Wages (Benefits) as detailed later in this report. 

Professional Fees: 

During the test year Glenwood recorded professional fees in the amount of 

$1 8,391.83 to which Staff proposed the following adjustments: 

1. Legal Fees. Staff eliminated legal fees of $6,138.51 which were incurred for the 

preparation of an alternative rate filing ("ARF") and research on requesting a 

Federal Emergency Management Agency ("FEMA") loan. Staff was unable to 

determine the exact amount paid for the FEMA loan application but was assured 

by Glenwood's management that the amount was minimal. The majority of the 

legal fees were incurred for assistance with the preparation of this ARF 

application, which was eventually provided by Staff. The FEMA loan, which was 

sought to cover flood damage, was never obtained. Both of these items were 

nonrecurring, provided no benefit to Glenwood's customers, and should therefore 

be eliminated from test year operations. 

Service Fees. During the test year Glenwood recorded expenses associated with 2. 
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Southwestern Life Corp. and Lone Star, Inc. in the amount of $10,391.40. It is 

Staffs understanding that Southwestern managed the water operations prior to 

February 19, 1997 and that Lone Star, inc. is a sister corporation which provided 

billing services for the water and sewer operations. Expenses totaling $5,495.90 

from Southwestern were actually estimates of future billings for services that could 

not be documented, while $504.10 was incurred for miscellaneous services such 

as providing copies of invoices from prior periods and postage. Staff eliminated 

all of the expenses associated with Southwestern as they were either not actually 

incurred or represented nonrecurring items that fall outside’ of the ordinary course 

of business. Lone Star was paid $4,391.40 during the test year for billing services. 

The water and sewer divisions are currently performing customer billing services 

in-house by Glenwood’s office employee. Therefore, Staff has eliminated the 

amounts paid to Lone Star from pro forma operations and included that portion 

of the employee’s payroll costs attributable to performing the billing service. The 

employee adjustment is included in the Salaries and Wages (Benefits) adjustment 

as discussed in a following section of this report. 

Software Development. During the test year Glenwood paid Lightfoot 

Development $1,561.92 for the development of customer billing software for both 

the water and sewer divisions. All of the development cost was charged to the 

water division. Staff decreased test year operations by $1,312.01 to reflect a five 

year amortization of the total expense and to allocate 20 percent of the amortized 

amount to the sewer division. The adjustment is detailed as follows: 
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C.I. Thornburg 
Craig’s Rental 
C.I. Thornburg 
Electro Mechanical 
C.I. Thornburg 
Lexington Industrial 
Lexington Industrial 
Lexington Industrial 
McCoy and McCoy 
McCoy and McCoy 
Florence Wnwater Works Co. 
USA Blue Book 
USA Blue Book 
USA Blue Book 
Total 
Divide by: 5 Years 
Annual Recovery 
Less: Test Year 
Adjustment 

191.90 
134.20 
340.54 

1,080.00 
217.30 

1 , 139.40 
2,820.90 
420.84 
275.00 
44.50 
87.78 
13.42 
36.98 
62.05 

13,410.58 
5.00 

2,682.12 
(1 3.41 0.58) 
$(10,728.46$ 

Nonrecurring Expenses. During its review, Staff determined that Glenwood had 

expended $13,123.79 for items that were incurred during the ordinary course of 

business but would not be expected to recur annually. Staff has amortized these 

items over a 5 year period to spread their cost over a reasonable period of time. 

The adjustment appears as follows: 

Vendor 
Guthrie Sales 
Kinder Electric 
Mainstream Divers 
JEBE Co. 
Kinder Electric 
Luhn and Oak Co. 
Luhn and Oak Co. 
Total 
Divide by: 5 Years 
Annual Recovery 
Less: Test Year 
Ad j us t m en t 

DescriDtion 
Sand 
Mot0 r Overh a u I 
Tank Cleaning 
Chlorinator 
Installation-Pump 
Installation-Pump 
Installation-Pump 

Amount 
$1,261.44 
7,085.40 
1,845.80 
571.15 

1,640.00 
360.00 
360.00 

13,123.79 
5.00 

2 , 624.76 
(1 3,123.79) 
(1 0,499.03) 
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Amount paid to Lig htfoot $1,561.92 
Divide by: 5.00 
Annual Recovery 312.39 
Times: Percent Allocated to Water Division .80 
Amount Allocated to Water Division 249.91 
Less: Test Year 11.561.92) 
Adjustment (1,312.01) 

Repairs and Maintenance: 

During the test year Glenwood recorded repairs and maintenance expenses in the 

amount of $50,146.96 to which Staff proposed the following adjustments: 

1. Inappropriate Allocations. Staff reduced test year repairs and maintenance by 

$1,411.96 which represents amounts that were erroneously allocated to water 

operations. The following summarizes the individual amounts: 

Vendor ADproDriate Division Amount 
Pure Stream Sewer $851.96 
Rumpke Dining Hall 220.50 
Mr. Rooter Sewer 339.50 
Total $1.41 1.96~ 

Flood Damage. During the test year Glenwood expended $13,410.58 for flood 

damage repairs. Staff does not expect these expenses to recur through the 

2. 

ordinary course of business but is of the opinion that they were necessary to 

maintain the system. Therefore, Staff has decreased test year operations by 

$10,728.46 to reflect a five year amortization of these expenses. The adjustment 

is detailed as follows: 

Vendor 
Water Works and Industrial Supply 
USA Blue Book 
Water Works and Industrial Supply 
Electro Mechanical 
Lexington Industrial 
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Amount 
$674.69 
526.55 

2,726.90 
763.25 

1,854.38 



a * 
The balance of expenditures in this account of $22,200.63 were considered to be 

normal operating expenditures necessary to operate the utility. 

Salaries and Waaes (Benefits): 

Glenwood reported test year salaries and wages in the amount of $15,325.00 

which Staff has increased to $31,348.66 to properly reflect payroll and related costs of 

Glenwood’s two employees. Staffs recommended amount includes allocations of the 

field and office employee’s salaries and wages as well as all applicable payroll taxes, 

workers compensation, and health insurance expenses. All allocation percentages were 

determined by Staff through discussion with Glenwood’s management. The field 

employee works solely for the utility operations. His payroll and related expenses were 

allocated 70 and 30 percent to the water and sewer divisions, respectively, which was 

based upon estimates of time spent performing services for each division. The office 

employee performs billing services and general office duties for Glenwood’s utility 

divisions as well as general office duties for Glenwood’s other divisions. Staff allocated 

70 percent of her payroll and related expenses to the utility divisions as most of her time 

is spent performing customer account duties for utility operations. Staff then allocated 

those costs 55 percent to water and 45 percent to sewer which was based on the 

number of customers served by each division at the end of 1996. Detail of Staffs pro 

forma calculation is as follows: 
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I 
Office 

Salary $1 9,200.00 
FICA 1,468.80 
FUI on first $7,000 56.00 
SUI on first $7,000 210.00 
Workers Compensation 1,077.12 
Health Insurance 1,200.00 
Total 23,211.92 
Times: Percent for Utility Divisions .70 
Amount Allocated to Utilities 16,24834 
Percent Allocated to Water 
Amount Allocated to Water $8.916.32 

- 55’ 

Field 
$27,000.00 

2,065.50 
56.00 

21 0.00 
1,514.70 
1,200.00 

32,046.20 
1.00 

32 , 046.2 0 
.70 

$22.4325 

Total Allocated to Water $31.348.66 

Contract Labor: 

During the test period Glenwood paid contract labor in the amount of $627 for 

maintenance of its utility system before it hired a field employee. Since Glenwood now 

has an employee to perform all maintenance labor, the contract labor will not recur and 

has therefore been eliminated from test year operations. 

Sumlies: 

Glenwood reported test year supplies expense of $6,260.42. During Staffs review 

it was determined that $1,157.20 of that amount was paid to Water Works and Industrial 

Supply for flood damage repairs. Staff has amortized this amount over a five year period 

just as was done previously in this report for flood damage expenses that were charged 

to the repairs and maintenance expense account. The adjustment necessary to reflect 

this amortization is a decrease in test year operations of $925.76 which is calculated as 

follows: 

Actual factor used was 54.8753 percent. 1 
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Test year expense 
Divide by: 5 years 
Annual Recovery 
Less: Test Year 
Ad j us t men t 

Utilities-Electric: 

* 
$1,157.20 
- 5.00 

231.44 
(1,157.20) 
$(925.76) 

During the test year Glenwood reported purchased power for pumping of 

$8,265.72. Staff was unable to readily determine how this amount was accrued. 

Therefore, Staff had to compile a test year purchased power for pumping expense from 

reviewing vendor’s invoices as paid by Glenwood from February 19, 1997 through 

October 31, 1997. Staff choose February 19 as its cutoff date as this was when 

Glenwood’s current management took over operations and electric invoices were readily 

available. During review, Staff observed two electric accounts that were paid by 

Glenwood which were incurred as a result of water pumping and should accordingly be 

charged to water operations. Staff calculated an annual amount of purchased power for 

pumping expense of $17,607.96 to be included in pro forma operations as follows: 

Analysis of Accounts: 
Account 1 Account 2 

Total Paid $8,035.37 $4,596.09 
Divide by: Number of 

paid 9.00 8.00 
Average Payment2 892.81 574.51 
Annualize 12.00 12.00 
Pro forma $1 0.71 3.83 $6.894.13 

payments in amount 

Total Pro forma $1 7.607.96. 

2 Decimal point carried out 4 places in actual calculation of average 
payment. 
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The difference between test year and pro forma purchased power expense is due 

to there being fewer than twelve months of invoices reflected in the test year amount 

and inappropriate allocations of test year purchase power expenditures to other divisions 

of Glenwood. 

Demeciation: 

During the test year Glenwood purchased a water pump at a cost of $8,890.00 

which it chose to capitalize and depreciate over a five year period. Staff agrees with 

such treatment recognizing that a five year period is an adequate amount of time to 

recover such an expenditure. However, Glenwood recorded depreciation for only one 

month on this pump during the test year. Staff has adjusted test year depreciation 

expense to reflect a full year of depreciation by increasing test year operating expenses 

by $1,654.52. The adjustment is detailed as follows: 

Cost of pump 
Divide by: 5 Years 
Annual Recovery 
Less: Test Year 
Ad j u st men t 

$8,890.00 
- 5.00 

1,778.00 
(1 23.48) 

$1,654.5? 

Operations Summarv 

Based on Staffs recommendations as contained in this report, Glenwood’s water 

division pro forma operating statement would appear as presented in Appendix A. 

SEWER DIVISION: 

Operating Revenues 

Staff analyzed billing information provided by Glenwood for the months during the 

test period. There are 185 sewer customers paying a flat rate of $4.00 per month, 
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* e 
resulting in normalized operating revenue of $8,880. 

Operatinq Expenses 

During Staffs review, Glenwood’s test year operating expenses for the sewer 

division were determined to be $11,606.20 which Staff proposed to increase by 

$1 4,428.26 to properly reflect normal operations. Staffs adjustments are explained as . 
follows: 

Salaries and Waaes (Benefits): 

During the test year Glenwood did not record an amount for salaries and wages 

for sewer operations. However, as previously discussed in this report, Staff has allocated 

$16,945.88 to sewer operations for payroll and related costs. This amount is calculated 

as follows: 

Payroll Costs Allocated to Utility Operations for: 
Field Employee $32,046.20 
Office Employee 16,248.34 

Total 48 , 294.54 
Less: Amount Allocated to Water Division (31.348.66) 
Amount Allocated to Sewer Division $16.945.88 

For further explanation and detail as to payroll cost calculations and allocation 

procedures, please refer to the Water Division’s Operating Expenses section of this 

report where Salaries and Wages (Benefits) were calculated and detailed. 

Repairs and Maintenance: 

During the test year Glenwood recorded repairs and maintenance expenses in the 

amount of $7,1 03.80 to which Staff proposed the following adjustments: 

1. Flood Damage. During the test year Glenwood expended $2,370.94 for flood 

damage repairs. Staff does not expect these expenses to recur through the 
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ordinary course of business but is of the opinion that they were necessary to 

maintain the system. Therefore, Staff has decreased test year operations by 

$1,896.75 to reflect a five year amortization of these expenses. The adjustment 

is detailed as follows: 

Vendor 
Tom Stewart 
Electro Mechanical 
Total 
Divide by: 5 Years 
Annual Recovery 
Less: Test Year 
Ad j us tmen t 

Amount 
$691 .OO 
1,679.94 
2,370.94 

5.00 
474.19 

(2,3 7 0.94) 
$ ( l , r n )  

2. Nonrecurring Expenses. During its review Staff determined that Glenwood had 

expended $1,656.00 for items from Kinder Electric that were incurred during the 

ordinary course of business but would not be expected to recur annually. Staff 

has amortized these items over a 5 year period to spread their cost over a 

reasonable period of time. The adjustment appears as follows: 

Amount Expended for Blower Unit 
Divide by: 5 Years 
Annual Recovery 
Less: Test Year 
Ad j us tmen t 

$1,656.00 
5.00 

331.20 
(1,656.00) 

s(1.324.89) 

It should be noted that the corresponding adjustment in Glenwood’s 

application for these nonrecurring expenses is not identical to the adjustment 

contained herein as an error was made in the calculation included in the 

application. The effect of this error results in a revenue requirement that is 

$376.36 less than that which was requested in Glenwood’s application. 

3. Software Development. During the test year Glenwood paid Lightfoot 
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Development $1,561.92 for the development of customer billing software for both 

the water and sewer divisions. All of the development cost was charged to the 

water division. Staff increased test year operations by $62.48 to allocate 20 

percent of the five year amortization of this expense to the sewer division. 

Inappropriate Allocations. Staff increased test year repairs and maintenance by 

a total of $509.89 which represents amounts that should have been allocated to 

sewer operations but were erroneously allocated to water operations. This amount 

consists of a 5 year amortization of the $851.96 paid to Pure Stream for flood 

damage which accounts for $170.39 of the total adjustment. The remaining 

$339.50 was paid to "Mr. Rooter" for sewer line cleaning. 

Utilities - Electric: 

Staff observed five electric accounts that should be allocated to sewer operations. 

Staff performed the same calculation on the sewer accounts as was done on the water 

accounts. This calculation provided a pro forma purchased power expense of $4,633.96 

which required an increase to test year operations of only $131.56. Due to the 

insignificance of this adjustment, Staff has not included detailed calculations herein. 

4. 

ODerations Summaw 

Based on Staffs recommendations as contained in this report. Glenwood's sewer 

division pro forma operating statement would appear as presented in Appendix B. 

- C. Revenue Reauirements Determination 

This Commission frequently determines revenue requirements for small, privately- 

owned utilities using an 88% operating ratio and has deemed this method appropriate 
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in this case. By applying this approach Glenwood's water and sewer divisions revenue 

requirements were determined to be $97,135.30 and $29,584.61 , respectively. Detail of 

these calculations is provided in Appendix C of this report. 

- D. Rate Desinn 

Glenwood's present rate design structure for the water division consists of a 

declining block schedule that includes eight rate increments. However, the customer 

base is almost entirely residential in nature with an approximate average monthly usage 

of 2,200 gallons per customer. After reviewing the customer usage patterns, Staff 

recommends reducing the number of increments to three. Appendix D includes the 

results of a cost of service study that was conducted to properly allocate the cost of 

providing service to each usage increment. The rates in Appendix E will generate the 

required operating revenue from water rates of $97,135.30. 

The current rate structure for the sewer division is a monthly flat rate charge. At 

present, there is no compelling evidence to alter the rate design. The recommended 

rates in Appendix F will generate the required operating revenue from sewer rates of 

$29,584.61. 

- E. Other 

Staff is aware of speculation that Glenwood's water division may be taken over 

and operated by an entity who currently provides water service in Glenwood's vicinity. 

There has been no evidence filed with this Commission to 'confirm such speculation. 

Therefore, the findings and conclusions of this report are based upon only known and 

measurable adjustments, and have been drawn independent of such speculation. 
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However; it should be noted, by all parties involved, that the Commission’s approval 

must be obtained prior to a utility’s transfer of assets, construction of utility plant, or 

charge of construction fee. 

This report includes rates to be charged for water and sewer service that Staff 

considers to be reasonable based on Glenwood’s pro forma operations. However, Staff 

considered an alternative rate structure wherein the flood damage expenses, as noted 

throughout this report, would be recovered through a surcharge instead of being included 

in the calculation of Glenwood’s general rates for utility service. In the past, this 

Commission has approved surcharges to cover expenditures incurred due to 

extraordinary events. The attractive feature of a surcharge is that the effective rates paid 

by a customer decrease with no further rate proceedings once the surcharge has been 

fully collected. Staff is of the opinion that the flood damage expenses as included in 

Glenwood’s pro forma operating statements were the result of an extraordinary event 

and could be collected through a surcharge. However, it is also Staffs opinion that such 

a surcharge is not warranted in this case as the impact on the general rates for service 

would be quite minimal and would not justify the increased administrative costs incurred 

as a result of implementing and accounting for such a surcharge. Staff has calculated 

the surcharges for water and sewer service as follows: 
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Flood Damage ExDenses 
Repairs and Maintenance 

Supplies 
Total 
Divide by: 5 years 
Annual Recovery 
Divide by: 12 months 
Monthly Recovery 
Divide by: Number of Customers 
Monthly Surcharge 

Water 
$1 3,410.58 

1,157.20 
14,567.78 
- 5.00 

2,913.56 
12.00 
242.80 
228.00 
$1.07 

Sewer 
$2,370.94 

851.96 

3,222.90 
- 5.00 

644.58 
12.00 
53.72 
185.00 a 

If the surcharge calculated above were to be approved by this Commission, the rates 

included in this report would be reduced so that the average customer’s water and sewer 

bill for utility service (excluding the monthly surcharge) would be decreased by 

approximately $1.22 and $.33, respectively, which is calculated as follows: 

Water Sewer 
Monthly Surcharge $1.07 $.29 
Divide by: .88 Operating Ratio - .88 - .88 
Approximate Impact on Average Bill $1.22 

The surcharges would be charged for five years or until the full amount of the flood 

damage expenses have been collected. 

Siclnatures 
----A 4 Lc/LL/&Hm -pa/l nbg,,*- 
Prdpared by: Jack Sc& Lawless: CPA 
Auditor, Financial Audits Branch 
Division of Financial Analysis 

Public Utility Rate Analgt 
Communications, Water and Sewer 
Rate Design Branch 
Division of Financial Analysis 
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s 
APPENDIX A 

e 

Operating Revenues 
Metered Water Sales 

Operating Expenses 
Gasoline 
Licenses and Fees 
FICA Expense Employer 
FUI Expense Employer 
SUI Expense Employer 
Workers Compensation 
Professional Fees 

Postage 
Recruiting Expense 
Repairs and Maintenance 

Salaries and Wages (Benefits) 

Con tract Labor 
Supplies 
Telephone 
Auto and Travel 
Miscellaneous and General 
Utilities - Electric 
Utilities - Gas 
Depreciation 

STAFF REPORT CASE NO. 97-516 
PRO FORMA OPERATING STATEMENT (WATER DIVISION) 

Test 
Year Pro forma 

12 months Operations 
Ended Pro forma Proposed 
1013 1/97 Adjustments Operations Adjustments Rates 

Total Operating Expenses 

Net Operating Income 

25,398.76 25,398.76 71,736.54 97,135.30 

1,147.03 
110.00 

1,001.46 
61.40 
324.75 
859.86 

18,391.83 

33.23 
88.96 

50,146.96 

15,325.00 

627.00 
6,260.42 
249.00 
176.31 
507.19 

8,265.72 
187.68 
123.48 

(1,147.03) 

(1,OO 1.46) 
(61.40) 
(324.75) 
(859.86) 

(6,138.51) 
(1 0,39 1.40) 
(1,312.01) 

(1,411.96) 
(1 0,728.46) 
(10,499.03) 

0.00 
110.00 
0.00 
0.00 
0.00 
0.00 

549.91 
33.23 
88.96 

27,507.50 
(1 5,325.00) 
31,348.66 31,348.66 

(925.76) 5,334.66 
249.00 
176.31 
507.19 

9,342.24 17,607.96 
187.68 

1,654.52 1,778.00 

(627.00) 0.00 

0.00 
110.00 
0.00 
0.00 
0.00 
0.00 

549.91 
33.23 
88.96 

27,507.50 

31,348.66 
0.00 

5,334.66 
249.00 
176.31 
507.19 

17,607.96 
187.68 

1,778.00 

103,887.28 (18,408.21) 85,479.07 0.00 85,479.07 

(78,488.52) 18,408.21 (60,080.31) 71,736.54 11,656.24 



Operating Revenues 
F tat Rate Revenues 

APPENDIX B e 0 
STAFF REPORT CASE NO. 97-516 

PRO FORMA OPERATING STATEMENT (SEWER DIVISION) 

Test 
Year Pro forma 

12 months Operations 
Ended Pro forma Proposed 

10/31/97 Adjustments Operations Adjustments Rates 

Operating Expenses 
Salaries and Wages (Benefits) 
Repairs and Maintenance 

Utilities - Electric 

Total Operating Expenses 

Net Operating Income 

8,880.00 8,880.00 20,704.61 29,584.61 

16,945.88 16,945.88 16,945.88 
7,103.80 (1,896.75) 

(1,324.80) 
62.48 

170.39 
339.50 4,454.62 4,454.62 

4,502.40 131.56 4,633.96 4,633.96 

11,606.20 14,428.26 26,034.46 0.00 26,034.46 

(2,726.20) (14,428.26) (1 7,154.46) 20,704.61 3,550.15 



APPENDIX C 
e 

STAFF REPORT NO. 97-516 
CALCULATION OF REVENUE REQUIREMENTS 

Water Sewer 
Division Division 

Operating Expenses 
Divide by: 88 Percent Operating Ratio 
Revenue Required 
Less: Operating Expenses 
Net Operating Income 

85,479.09 26,034.46 
88% 88% 

97,135.33 29,584.61 
(85,479.09) (26,034.46) 
1 1,656.24 3,550.15 



APPENDIX D 

COST OF SERVICE STUDY 
WATER DIVISION 

STAFF REPORT CASE 97-516 

Salaries and Wages 
Postage 

Recruiting expense 
Repairs and Maintenance 
Electric 
Operating Ratio 
Sub-Total 

Allocation Percentage 
License & Fees 
Professional Fees 
Supplies 
Telephone 
Travel 
Gas 
Mi s c e I I a n e o us 
Sub-Total 

Total Operation and Maintenance 

Allocation Percentage 
Depreciation Expense 

REVENUE REQUIRED FROM RATES 

Actual Usage 

Weighted Usage 

COMMODIlY 
DEMAND 

CUSTOMER 
Customer Allocation 
Number of Bills 

PROPOSED RATE SCHEDULE 

- 
5,882,980 
100.00% 

7,834,234 
100.00% 

17,608 
63,075 

TOTAL 
31,349 

33 

89 
27,508 
17,608 
11,656 
88,243 

100.00% 
110 
550 

5,335 
249 
176 
188 
507 

7,115 

95,358 

100.00% 
1,778 

97,136 

fhaQQ!J 
2,680,215 

45.56% 

4,020,323 
51.32% 

8,022 
323.8 

40,390 

16.453 
56,844 
2,701 

tksu!xQ 
21.05 

-- c2zSQMm 
22,432 8,917 

33 

89 
27,508 

17,608 
5,828 5,828 

17,608 55,768 14,867 

78.95% 
87 

434 
4,212 

197 
139 
148 
400 

5,617 

21.05% 
23 

116 
1,123 

52 
37 
40 

107 
1,498 

17,608 61,385 16,365 

95.00% 5.00% 
1,689 89 

17,608 63,075 16,453 

llaJUm2 
2,444,586 

41.55% 

3,055,733 
39.00% 

7,317 
24.602 

31,919 

QYaQQQQ 
758,179 
12.89% 

758,179 
9.68% 

2,269 
6 m  

8,373 

rJlxmxQ- 
13.06 1 1.04 

minimum per 1000 per 1000 
bill gallons gallons 

56,843.64 31,918.89 8,373.47 $97.136.00 



First 2,000 Gallons 
Next 8,000 Gallons 
Over 10,000 Gallons 

APPENDIX E 

RECOMMENDED RATES 
WATER DIVISION 

STAFF REPORT CASE 97-516 

$21.05 Minimum Bill 
13.06 Per 1,000 Gallons 
11.04 Per 1,000 Gallons 



APPENDIX F 0 
STAFF REPORT CASE 97-516 

RECOMMENDED RATES 
SEWER DIVISION 

* 

- 
Monthly Bill $1 3.50 



RE: Case No. 97-516 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 30, 1998 

To: All parties of record 

We enclose one attested copy of the Commission's Order in 

the above case. 

c-$$: (Aw,+ 

Helen . Helton 
Executive Director 

HCH/hv 
Enclosure 



;i;lda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX 76112 

1 Mr. David L. Chervenak 
1 3712 Lime Kiln Lane 
Louisville, KY 40222 

'Ir. William Blick 
33 Adams Belle Court 
Perry Park, KY 40363 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capitol Center Drive 
'rankfort. KY 40601 8204 

vlr. Wm. F. Conrad 
22 Springport Drive 
Perry Park, KY 40363 

Honorable Richard L. Roeding 
Zhairman 
Senate Republican Caucus 
State Capitol Annex 
Room 257 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF GLENWOOD ) 
HALL GOLF & COUNTRY CLUB, ) 
WATER & SEWER DIVISIONS FOR A ) CASE NO. 97-516 
RATE ADJUSTMENT PURSUANT TO 1 
807 KAR 5076 FOR SMALL UTILITIES 1 

O R D E R  

On December 22, 1997, Glenwood Hall Golf & Country Club, Water & Sewer 

Divisions ("Glenwood Hall"), filed applications for an increase in water and sewer rates 

charged to customers. 

KRS 278.1 80( 1) states that: 

"no change shall be made by any utility in any rate except 
upon thirty (30) days' notice to the commission . . . stating 
plainly . . . the time when the changed rates will go into 
effect .I' 

KRS 278.190(2) provides for, pending a hearing on the proposed rate, the 

suspension of the proposed rate schedule and to defer the rate use for a period of 5 

months. The statute also provides for a hearing to grant interim rates pending the final 

hearing on the rate increase, if requested. 

Glenwood Hall's applications contain schedules and the proposed rate increases 

along with wording indicating that it is seeking emergency rate relief "effective 

immediately." The applications also state that the companies "operations will be 

materially impaired or damaged by the failure to permit the rates to become effective 

during the period of review." 



Based upon the representations in the applications, the Commission finds that 

Glenwood Hall’s request for interim rate relief should be suspended until further orders 

of the Commission. 

The prior tariff filing for Glenwood Hall indicates there is a corporation operating 

under an assumed name or names.’ An April 1995 filing indicated that the corporation 

is Southwestern Life Corporation d/b/a Glenwood Hall Resort & Country Club. 807 KAR 

5:001, Section 8(3), requires a corporation to file its articles of incorporation and 

certificate of existence with the Commission, or reference by style and case number 

where they may be found if previously filed with the Commission. The applications do 

not refer to any previous case by style or number indicating where the articles may be 

found. The Commission must have the clear and concise name of the utility filing to 

avoid confusion by the Commission and consumers. 

IT IS THEREFORE ORDERED that: 

1. The proposed rates filed by Glenwood Hall are suspended until further 

orders of the Commission. 

2. An informal conference on Glenwood Hall’s request for interim rates shall 

be held on February I O ,  1998 at 9:30 a.m., Eastern Standard Time, in Hearing Room 

1 of the Commission’s ofices at 730 Schenkel Lane, Frankfort, Kentucky. 

3. Glenwood Hall shall file with the Commission, within 10 days from the date 

of this Order, the following: 

The August 1991 tariff filing uses the name “I.C.H. Corporation d/b/a Glenwood 
Hall Resort and Country Club a/Wa Perry Park Resort.” 

1 

-2- 



f 

a. 

b. 

Designation of the complete name of the filing utility. 

Articles of incorporation and, if operating under an assumed name, 

a copy of the certificate of the assumed name as filed with the Kentucky Secretary of 

State. 

c. A short account of the status or history of any corporate transfer, 

reorganization or restructure concerning this utility prior to February 19, 1997. 

Done at Frankfort, Kentucky, this 30th day of January, 1998. 

By the Commission 

ATTEST: 



RICHARD L. "DICK" ROEDING, R.Ph. 
1 1 tli Senate District 
2534 Kearney Court Room 257 

Lakeside Park, Kentucky 4 101 7 

Fax: (606) 331-1238 

Senate Republican Caucus Chairman State Capitol Annex 

Frankfort, Kentucky 40601 

Message Number 1-800-372-7 18 I 
droeding @ mail .lrc.state.ky.us 

Home: (606) 331-1684 (502) 564-2450 

January 23, 1998 

Ms. Helen C. Helton 
Executive Director 
Public Service Commission 
P.O. Box 615 
Frankfort, Kentucky 40602 

Re: Glenwood Hall Resort and Country Club 
PSC Docket No. 97-516 

Dear Ms. Helton: 

This letter is written to request that I be added to the service list for receipt of all future orders 
and other documents which may be issued in the above-referenced matter. I would appreciate it if 
you could take such steps as may be necessary to cause this to be done. If any further action is 
needed or required as far as I am concerned, please let me know. ' Sincerely, 

-Richard L. "Dick" Roeding, R.Ph. (/ 
Senate Republican Caucus Chairmm 



To: All par 

RE: Case No 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 23, 1998 

ies of record 

9 7 - 5 1 6  

We enclose one attested copy of the Commission’s Order in 

the above case. 

,Sincerely, 

Executive Director 

HCH/jm 
Enclosure 



ii,nda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX 76112 

Mr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY 40222 

Mr. William Blick 
Chairperson 
Utilities Committee 
Perry Park Resident Owners Assn. 
P. 0. Box 92 
Perry Park, KY 40363 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capitol Center Drive 
Frankfort, KY 40601 8204 

Mr. Wm. F. Conrad 
22 Springport Drive 
Perry Park, KY 40363 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF GLENWOOD HALL RESORT ) 
AND COUNTRY CLUB FOR AN ADJUSTMENT ) 
OF RATES PURSUANT TO THE ALTERNATIVE ) CASE NO. 97-516 
RATE FILING PROCEDURE FOR SMALL ) 
UTILITIES 1 

O R D E R  

This matter arising upon the motion of William F. Conrad for full intervention, and it 

appearing to the Commission that Mr. Conrad has a special interest which is not otherwise 

adequately represented, and that such intervention is likely to present issues and develop 

facts that will assist the Commission in fully considering the matter without unduly 

complicating or disrupting the proceedings, and this Commission being otherwise 

sufficiently advised, 

IT IS HEREBY ORDERED that: 

1. The motion of William F. Conrad to intervene is granted. 

2. Mr. Conrad shall be entitled to the full rights of a party and shall be served 

with the Commission's Orders and with filed testimony, exhibits, pleadings, 

correspondence, and all other documents submitted by parties after the date of this Order. 

Should Mr. Conrad file documents of any kind with the Commission in the 3. 

course of these proceedings, he shall also serve a copy of said documents on all other 

parties of record. 



e 0 
Done at Frankfort, Kentucky, this 23rd  day of January,  1998. 

By the Commission 

ATTEST: 

C 

Execc tive 



'!xe e11 t i v e  D i  :-'e c t o r  
Publ ic  Service Commission 
730 Schenkel Lane 
P L C .   OX 615 
Frankfor+,, Kjr. 4060? 

JAN - 8 19% 

COMMISSION 
m c  SERVICE 

I, .;.;illiaii 7. Conrad r e s 7 e c t f u l l y  request  l eave  t o  in te rvene  by not ion  
t o  s t rong ly  oppose t h e  pTogosed water supply and accoxpanying f e e s ;  
and I filrt'ner oppose t h e  proposed water and sewer r a t e  h ikes  set forth 
by Glenwood HaJ1 Golf and country Club Sewe;. and 'dater Division as 
submitted by Perry Park Resort ,  Inc. 

1 .  Do 'de a c t u a l l y  need a new source ? AnsLrd, No. 
3. P r e s m t  water p l a n t  i s  a well  cons t ruc teb  b-rick and concrete  s t r u c t -  
u r e  wich r ecen t  improvements and has de l ivered  c lean  water for t he  p a s t  
few months. 
3. Present  water has not been repor ted  a s  contaminated i n  r ecen t  mgonths 
L. To the Residents o f  Glenwood Hall, an addibio'hl water su2p ly  i s  
redundant ana expensive ( $388. per u s e r )  The $~OO,OOO. t o t a l  charge 
f o r  Carroll Cannty ''ho-Qk up 'I inc ludes  U X - q u a l  users of' w?.ter such as 
t h e  Club House, Zwiming Pcrol and i ies taurant  which a r e  p r i v a t e  business  

E "cost  s h i f t i n g '  also nppl ies  t o  sewer costs .  There a r e  severa l  sewer 
systems i n  t h i s  complex; a t  least 2 sjterns inthe ?Pabile Hme area, 1 o r  
no-e systems i n  Club E m s e  a rea  and 1 system i n  t h e  XiPrer/Lake a rea  t o  
which most  or" t h e  S c a n  Court, Inverne is  and Springport Hcushgs  w e  
service?.  A;;ain t h e  &mines .-es a r e  b u d l e d  with t h e  3esidences. 
B. Exess i re  Rates 
To i n c r e a s e  water b i l l s  f o r  Residences 
857 5 f ' o ~  each 1000 gallons more, is red icu lous ,  ov?rageous, and un- 
wayranted f' -=wise. 
20 i n c r e a s e  sewer r a t e s  
I)n n o t  a newcorner t o  t h i s  res idence  vhich I b u i l t ,  h e l u  and l i v e d  i n  
for tFe  ??-t ?" Tears.  Kjr .ife ?nd 1 Yioreeeed t h i s  place ?.nd I i;o-keu 
I l ~ I ' e  t:: ,L years  i n  Owezton s ince  r e t i r e x e n t  f rox  ~ l h e  3.3. I \ ; a ~ y .  

HOG.< l?P FEYS. 

A . Z X C 3 a S I V 3  SIJPPLY 

d l a r g e  consume-s o f  water. In  o the r  words " e o s t  s h i f t i n g  t o  Iiesidents. 

323.8 /"; f o r  2003 gallons and t o  

337% is lilcewise un jus t .  

- -,r,,-- - 7 1 ~ L L ~ L ~ .  :-,Y i PPOS2  22 PAGBOS3:D 3AFE H i  j 2; 3 --CLL YC-TI: r-1 ,JA ~''3 -+;*ia 
* 

22 Springport  P i r e  
Pezry P q r k ,  icy. 40363 





C O M M O N W E A L T H  O F  KENTUCKY 

7 3 0  SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 

PUBLIC SERVICE COMMISSION 

(502)  564-3940 

January 16, 1998 

Mr. and Mrs. David Burdette 
45 Springport Drive 
Box 116 
Perry Park, Kentucky 40363 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Burdette: 

This is in response to your letter received January 12 regarding your concerns in 
the above-mentioned case. Your letter is being treated as an official protest and will be 
placed in the case file of this proceeding. The Commission will carefully analyze this 

A case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. a 

The Attorney General’s Office for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 

d* Hele C. Helton c& 
hv 
Attachment 

Executive Director 



C O M M O N W E A L T H  O F  KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

January 16, 1998 

Mr. Lou Cahill 
3153 David Court 
Edgewood, Kentucky 41017 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. Cahill: 

This is in response to your letter received January 12 regarding your concerns in 
the above-mentioned case. Your letter is being treated as an official protest and will be 
placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. & 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General’s Office for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 

&q Helen C. Helton c+ 
hv 
Attachment 

Executive Director 



C O M M O N W E A L T H  OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

7 3 0  SCHENKEL LANE 
POST OFFICE BOX 61  5 

FRANKFORT, KY. 40602  
(502) 564-3940 

January 16, 1998 

Mr. and Mrs. Jerry Schlorman 
5916 Hazel Drive 
Florence, Kentucky 41 042 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Schlorman: 

This is in response to your letter received January 9 regarding your concerns in 
the above-mentioned case. Your letter is being treated as an official protest and will be 
placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 

a hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be sewed with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General's Office for Rate Intervention, which represents consumers' 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 

hv 
Attachment 

Executive Director 
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C O M M O N W E A L T H  O F  KENTUCKY 

7 3 0  SCHENKEC LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602  

PUBLIC SERVICE COMMISSION 

(502 )  564-3940 

January 16, 1998 

Mr. Robert F. Wesselman, President 
Perry Park Resort Owners Association 
P. 0. Box 112 
Perry Park, Kentucky 40363 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. Wesselman: 

This is in response to your letter received January 8 regarding your concerns in 
the above-mentioned case. Your letter is being treated as an official protest and will be 
placed in the case file of this proceeding. The Commission will carefully analyze this 

L case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General's Office for Rate Intervention, which represents consumers' 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 

hv 
Attachment 

Executive Director 



C O M M O N W E A L T H  OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

January 16, 1998 

Mr. and Mrs. Arlynn L. Harroff 
1101 3 Fairway Pointe Drive 
Louisville, Kentucky 40241-341 5 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Harroff: 

This is in response to your letter received January 9 regarding your concerns in 
the above-mentioned case. Your letter is being treated as an official protest and will be 
placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted fuil intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General’s Ofice for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Per your request we are enclosing a copy of the application filed in this case. 
Thank you for your interest and concern in this matter. 

Since re I y , 

4% Helen C. c - 4  Helton 

hv 
Attachment 

Executive Director 

AN EOUAL OPPORTUNITY EMPLOYER M / F / D  



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 15, 1998 

To: All parties of record 

RE: Case No. 97-516 

We enclose one attested copy of the Commission's Order in 

the above case. 

Helen' C. Helton 
Executive Director 

HCH/hv 
Enclosure 



Linda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX 76112 

Mr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY 40222 

Mr. William Blick 
Chairperson 
Utilities Committee 
Perry Park Resident Owners Assn. 
P. 0 .  Box 92 
Perry Park, KY 40363 

Honorable David E. Spenard 
Assistant Attorney General 
1024 Capitol Center Drive 
Frankfort, KY 40601 8204 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF GLENWOOD HALL ) 
RESORT AND COUNTRY CLUB FOR AN ) 
ADJUSTMENT OF RATES PURSUANT TO 
THE ALTERNATIVE RATE FILING PROCEDURE 
FOR SMALL UTILITIES 1 

) CASE NO. 97-516 
) 

O R D E R  

This matter arising upon the motion of the Attorney General of the Commonwealth 

of Kentucky, by and through his Office of Rate Intervention ("Attorney General"), filed 

January 12, 1998, pursuant to KRS 367.150(8) for full intervention as a party, such 

intervention being authorized by statute, and this Commission being otherwise sufficiently 

advised, 

IT IS HEREBY ORDERED that the motion is granted and the Attorney General is 

hereby made a party to these proceedings. 

Done at Frankfort, Kentucky, this 15th day of January, 1998. 

By the Commission 

ATTEqT: t 

d Director rf-- I '  
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 14, 1998 

Linda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX. 76112 

Mr. David L. Chervenak 
3712 Lime Kiln Lane 
Louisville, KY. 40222 

Mr. William Blick 
Chairperson 
Utilities Committee 
Perry Park Resident Owners Assn. 
P. 0. Box 92 
Perry Park, KY. 40363 

RE: Case No. 97-516 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Helen C. Helton 
Executive Director 

HCH/hv 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF GLENWOOD HALL RESORT ) 
AND COUNTRY CLUB FOR AN ADJUSTMENT ) 
OF RATES PURSUANT TO THE ALTERNATIVE ) CASE NO. 97-516 
RATE FILING PROCEDURE FOR SMALL 1 
UTILITIES 1 

O R D E R  

This matter arising upon the motions of David L. Chervenak and William Blick for full 

intervention] and it appearing to the Commission that Mr. Chervenak and Mr. Blick have 

a special interest which is not otherwise adequately represented] and that such intervention 

is likely to present issues and develop facts that will assist the Commission in fully 

considering the matter without unduly complicating or disrupting the proceedings] and this 

Commission being otherwise sufficiently advised, 

IT IS HEREBY ORDERED that: 

1. The motions of David L. Chervenak and William Blick to intervene are 

granted. 

2. Mr. Chervenak and Mr. Blick shall be entitled to the full rights of a party and 

shall be served with the Commission's Orders and with filed testimony, exhibits] pleadings, 

correspondence, and all other documents submitted by parties after the date of this Order. 

Should either Mr. Chewenak or Mr. Blick file documents of any kind with the 

Commission in the course of these proceedings, they shall also serve a copy of said 

documents on all other parties of record. 

3. 



e 
Done at Frankfort, Kentucky, this 14th day of January, 1998. 

By the Commission 

ATTEfST: 
t 

d 4 p  CChh 
xecut iv Director 



RECEIVED 
COMMONWEALTH OF KENTUCKY JAN 1 2  1998 

BEFORE THE PUBLIC SERVICE COMMISSION 
PUBLIC SERVICE 

CoMMlsSloN In the Matter of: 
APPLICATION FOR A RATE ADJUSTMENT FOR 
THE WATER AND SEWER RATES OF THE 
GLENWOOD HALL GOLF AND COUNTY CLUB 

) 
) CASE NO. 97-5 16 
) 

MOTION TO INTERVENE 

Comes now the Attorney General of the Commonwealth of Kentucky, by and through his 

Office of Rate Intervention, pursuant to KRS 367.150(8), and moves to intervene in the above-styled 

proceeding. The Attorney General requests that he be permitted to intervene as a party to the fullest 

extent permitted by law in order to execute his statutory duties pursuant to KRS 367.150(8). 

Respectfully submitted, 

A.B. CHANDLER I11 
ATTORNEY GENERAL 

DL-2 c<L-.J a& 
DAVID EDWARD SPENARD 
ASSISTANT ATTORNEY GENERAL 
1024 CAPITOL CENTER DRIVE 

502.696.5457 
FRANKFORT, KENTUCKY 4060 1-8204 



3-2 L L ~ A + - i  
Assistant Attorney General 

0 0 
CERTIFICATE OF SERVICE 

Undersigned counsel hereby certifies that an original and ten (10) photocopies of the 

foregoing Motion To Intervene were served and filed by hand delivery to the Hon. Helen C. Helton, 

Executive Director, Public Service Commission, 730 Schenkel Lane, Frankfort, Kentucky 4060 1 ; 

furthermore, it was served by mailing a true and correct copy of the same, first class postage prepaid, 

to Lisa D. Dum, Assistant Corporate Secretary, 1409 Weiler Boulevard, Fort Worth Texas, 76 1 12, 

all on this 12th of January, 1998. 

O:\PSLU)SPENARDWORMS\97-5 16WD.WPD 
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1 protest the rate increase of water (323.8%) and sewer (337.5%) bills 
at Glenwood Ha!! Resort. The water that is s!q?p!ied to us isn't tit to drink 
or w~.4h c!athes. 
use fc.r cwking and drkkizg. f hope you dm't grmt this increase. 

1 Have ta had Imter from home or b q  bottled ~zi?er to 

Section 101 
82 Bridge Haven 
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RECEIVED 
JAN 0 9 1998 



I f Ct 13 Fa i rway Pointe Dr. 

Decetmber 29, I997 
LCIUIS.VI~~@,  KV 40241 -341 5 

RECEIVED 

Ex e cu t  1 v e D i r e  c t o r  
Pub1 i c Service Comtni ssi on 
730 Schenkel Lane 
P 0. Bax 6 f 5 
Frankfor t ,  Kii 40602 

JAN 0 9 1998 

Dear Sir: 

We are i n  rece ip t  o f  the  proposed ra tes  and es t imated amounts o f  increase 
per  customer c lass  f o r  Glenwood Hal l  Golf R Country Club (Water 
Division). We O~UL'~-I  recreat ional  proper ty  on inverness Dr ive in  Per ry  Park, 
KY. 

We are appalled t h a t  you 3re even considering s proposed r a t e  increase o f  
723.8% t o  857.0% f o r  w a t e r  usage, and a proposed increase o f  337.5% f o r  
sewer  usage. While i t  i s  normal f o r  w a t e r  and sewer  usage ra tes  t o  be 
rncreased per iod ica l ly ,  an increase o f  this s ize  i s  a lmost  c r im ina l .  We 
protest .  

Please send tis 3 copy o f  the appl icat ion and support ing documents t o  our 
w i n t e r  address: 1643 1 M i l l s tone Circ:le, # 1 0  1 F t .  Myers, FL 33908. 



January 6, 1998 

77-516 PERRY PARK RESORT OWNERS ~ I A T I O N  
RO. Box 112 

PERRY PARK, KY 40363 

RECEIVED 

Executive Director 
Public Service Commission 
730 Schenkel Lane, P.O. Box 615 
Frankfort, KY 40602 

JAN - 8 19$ 
PUBLIC SERVICE 

COMMISSION 

Dear Sir: 

On December 12, 1997 the residents of Glenwood Hall Resort in Perry Park, Kentucky were notified that the 
Glenwood Hall Golf and Country Club Sewer Division has applied for a rate adjustment before the Public Service 
Commission of Kentucky. As President of the Perry Park Resort Owners Association, (PPROA) which is 
comprised of the residents and property owners of Glenwood Hall Resort, I hereby move that: 

excessive and should therefore be denied or sigmficantly reduced.” 
“The rates proposed by the Glenwood Hall Golf and Country Club (Sewer Division) are inappropriate and 

The grounds for this motion are as follows: 
1. Glenwood Hall Golf and Country Club (GHG&CC), while not a paying sewer customer is a major user 

of the sewer facilities and should pay their proportionate share of the expense to operate the system. 

2. Attachment B Note (a) of the Application makes Pro forma adjustments to the payroll which do not 
accurately reflect the situation. The office Manager total benefits of $23,2 11.92 is allocated 70% to 
utilities with 55% or $8916.32 to Pro forma water and 45% or $7332.02 to Pro forma sewer. During 
1997 (the test period) and in the 1998 budget forecast, the Office Manager’s entire salary and benefit 
costs are reflected in the GHG&CC Administrative Budget which is pro-rated in the form of 
Maintenance Fees back to the property owners many of whom would have to pay the increased water 
and sewer rates based on these same costs. We should not have to pay twice. 

3. Attachment B Note (c) makes an adjustment of $993.60 rather than the appropriate $1,324.80 in the 
amortization of an expense item. This inflates the operating expenses by $331.20. 

4. The requested rate increases includes a built in 12% profit based on expenses modified by the very 
sigmficant Pro forma adjustments. Your approval of such a proposal not only would eliminate 
incentive to reduce expenses but in fact is a formula providing more profit for more expenses. 

In summary, we believe the requested rate adjustment is excessive and not accurately supported by the application 
and should be denied or signrfcantly reduced. 

Sincerely, 

Robert F. Wesselman 
President 



PERRY PARK RESORT OWNERS A @ A T I O N  

PERRY PARK, KY 40363 
l?O. Box 112 

January 6, 1998 

Executive Director 
Public Service Commission 
730 Schenkel Lane, P.O. Box 615 
Frankfort, KY 40602 

RECEIVED 
JAN-8BM 
PUBLIC SERVICE 

COMMIS$ION 

Dear Sir: 

On December 12, 1997 the residents of Glenwood Hall Resort in Perry Park, Kentucky were notified that the 
Glenwood Hall Golf and Country Club Water Division has applied for a rate adjustment before the Public Service 
Commission of Kentucky. As President of the Perry Park Resort Owners Association, (PPROA) which is 
comprised of the residents and property owners of Glenwood Hall Resort, I hereby move that: 

excessive and should therefore be denied or sigtllficantly reduced.” 
“The rates proposed by the Glenwood Hall Golf and Country Club (Water Division) are inappropriate and 

The grounds for this motion are as follows: 
1. The proposed rate of $21.05 for the first 2000 gallons is a 323.8% increase. The proposed rate of 

$13.06 per 1000 gallons for the next 8000 gallons is an 857% increase. With these rates the cost for 
a relatively modest 4000 gallons per month would be $47.17. By comparison, the Carrollton Utilities 
Company would charge $17.22 (using their higher “outside city limits” rates) for the same 4000 
gallons. 

allocated to billed metered customers. A major user of the water plant is the non billed and generally 
m e t e r e d  facilities owned and operated by the Glenwood Hall Golf and Country Club (GHG&CC). 
The GHG&CC are only now connecting up meters to their approximately 14 water using facilities so 
they can be connected to the Carroll County Water System in the future. Since GHG&CC was not 
metered but was a major user during the test period, the Billing Analysis Summary as presented should 
be considered invalid until it is made to include GHG&CC water usage and they be required to carry 
their proportionate share of costs. 

accurately reflect the situation. The Office Manager total benefits of $23,2 1 1.92 is allocated 70% to 
utilities with 55% or $8916.32 to Pro forma water and 45% or $7332.02 to Pro forma sewer. During 
1997 (the test period) and in the 1998 budget forecast, the Office Manager’s entire salary and benefit 
costs are reflected in the GHG&CC Administrative Budget which is pro-rated in the form of 
Maintenance Fees back to the property owners many of whom would have to pay the increased water 
and sewer rates based on these same costs. We should not have to pay twice. 

4. The requested rate increases includes a built in 12% profit based on expenses modified by the very 
sigtllficant Pro forma adjustments. Your approval of such a proposal not only would eliminate 
incentive to reduce expenses but in fact is a formula providing more profit for more expenses. 

2. Per the Billing Analysis Summary, the revenue and costs for operating the water plant are only 

3. Attachment B Note (a) of the Application makes Pro forma adjustments to the payroll which do not 

In summary, we believe the requested rate adjustment is excessive and not accurately supported by the application 
and should be denied or signrficantly reduced. 

Sincerely, 

~ ~ b e r t  F. Wesselman 
President 



PERRY PARK RESORT OWNERS &IATION 
PO. Box 112 

PERRY PARK, KY 40363 

January06, 1998 

m i c e  of the Attorney General 
Utility Rate Intervention Division 
209 St. Clair Street 
Frankfort, Kentucky 4060 1 

Dear Sir, 

Enclosed are copies of letters to the Kentucky Public Service Commission from Perry Park Resort Owners 
Association, Inc. (PPROA) regarding the Applications For Rate Adjustment filed by the Glenwood Hall Golf and 
Country Club (GHC&CC) Water Division and by their Sewer Division. 

The letters briefly explain why we feel the level of rate increases are unjustified based on information in their own 
application. In addition, we believe that the application for such sigmficant increases reflect the change in purpose 
of the new owners of GHG&CC from that of the original developer and that we property owners who use the water 
and sewer facilities must be protected from excessive rates. 

The initial developer who built and maintained the existing water and sewer facilities charged construction costs, 
tie in fees and nominal monthly rates to users. The construction charges and tie in fees were acceptable to lot 
purchasers and the nominal monthly rates were attractive for development. Because of the nominal rates, it was of 
little consequence that the developer also used the water and sewer facilities on an metered  and no charge basis 
or that the expenses associated with maintaining those facilities were pretty much blended with the entire operation 
and only partially segregated. Furthermore, it was the general intention of the initial developer as explained in the 
Property Report, the Declaration Of Restrictions and the Articles Of Incorporation of PPROA, to eventually turn 
over the operation of the water and sewer to PPROA for operation. In summary, their purpose in providing water 
and sewer services was to not to make a profit on utilities but rather to enhance the development of Glenwood Hall 
Resort by keeping user costs low. 

The new owners of Glenwood Hall Resort obviously have a Werent purpose. Not only have the expenses gone up 
dramatically but they have tacked on a 12% profit margin. The two factors which were of little consequence with 
the nominal rates have now become very significant. 

1. GHG&CC is a very s i m c a n t  user of the water and sewer facilities and should pay their 
proportionate share of the expenses for its operation. The existing Application does not reflect that 
they intend on doing that. 

2. The major Pro forma adjustments which were made in the Application reflect the failure of GHG&CC 
to properly separate and allocate their expenses on an ongoing basis as required by I. 4) of the 
Application. In general the enterprise consists of three operations: Utilities, Resident Services and 
Business Centers. To the extent GHG&CC fails to separate and properly allocate expenses in these 
three areas, the residents have the opportunity to be overcharged as has occurred in this Application, 
i.e. a)-= Manager salary and benefits which are charged 70% to utilities are also being charged 
100% to Administrative which then is pro rated back to Resident Services b) the improper 
adjustment of Kinder Electric amortization costs, and c) the failure to charge appropriate expenses to 
their Business Centers as explained in item 1. above. 



We request that you intervene in this Application For Rate Adjustment on behalf of the residents of Glenwood 
Hall. While we recognize that there have been unusually large expenditures in 1997 due to the flood and various 
equipment failures, and that a rate adjustment may be in order, we believe that the application as it stands is 
defective and should be denied until appropriate corrections are made. Further we would like to have the 
opportunity to review any amendments made to the Application prior to its approval. 

Thank you for your attention to this matter. 

Sincerely, 

Robert F. Wesselman 
President 



I 

Dear S i r :  

I a~ w r i t i n g  this l e t t e r  t o  vo ice  my o p p o s i t i o n  t o  

t h e  r a t e  i n c r e a s e s  reques ted  by Glenwood H a l l  Golf 

and C . C . ,  'or  t h e  sewerage and water. 

Pflost o+' t h e  Deople l i v i n g  here  a r e  on a f i x e d  income 

and cannot a'7or.i such i n c r e a s e s .  I f e e l  l i k e  Linda 

Dung i s  r a n i n 9  the Deople o* Glenwood H a l l  Golf and 

Yours t r u l y ,  
n 



T?'xe ~ I L  t i ' r  e D i  I- e c t o r  
Publ ic  Service Commission 
730 Schenkel Lane 
P r C .  Box 615 
FrankfoA, Ky. 40602 

W C  SERVICE 
COMMlSSfohl 

I, %ill iam F, Conrad r e s p e c t f u l l y  request  l eave  t o  in te rvene  by notion 
t o  s t rong ly  oppose t h e  proposed water supply and accompanging f ees ;  
and I f u r t h e r  oppose t h e  proposed water and sewer ra te  h ikes  set  r o r t h  
by Glenwood HaJ1 Golf and country Club Sewer and Water Division a s  
submitted by Perry Park Resort ,  Inc, 
A .  EXCi3,iSIVE SJPPLY 
I, Do 'de a c t u a l l y  need a new sdrce  ? 
2. P r e s m t  water p l a n t  i s  a well  constructed b-rick and concrete  s t r u c t -  
u r e  with r ecen t  improvements and has de l ivered  c lean  water f o r  t h e  past  
f e w  months. 
3. Present  water has  not  been repor ted  a s  contaminated i n  r ecen t  mponths 
4. To t h e  Residents o f  Glenwood H a l l ,  an addibio%l water supply i s  
redundant ana expensive ( $388. per u s e r )  . The $qOO,OOO. t o t a l  charge 
for Car ro l l  Cannty "hollPk up " inc ludes  U f q u a l  users  of' wt:ter such as 
t h e  Club House, Swimming Pcrol and Restaurant which are p r i v a t e  business  

5 . "cost  s h i f t i n g "  a l s o  a p p l i e s  t o  sewer costs .  There a r e  severa l  sewer 
systems i n  this complex; a t  l e a s t  2 sgtems i n t h e  Mqbile Hame a rea ,  1 or 
more systems i n  Club Eeuse a r e a  and 1 system i n  t h e  Rirer/Lake a r e a  to 
which most o f  t h e  ;juan Court, 1nverne::s and Springport  Houshngs a re  
serv iced ,  AGain t h e  Businesyes a r e  bundled with t h e  Residences. 
B. Exess i re  Rates 
'To i n c r e a s e  water b i l l s  f o r  Residences 
857 $ for each 1000 gallons more, i s  red icu lous ,  0115rrageous, and un- 
waz-ranted 2 -&wise. 
TO i n c r e a s e  sewer r a t e s  
I*m not a newcorner t o  t h i s  res idence xhich I b u i l t ,  held. and l i v e d  i n  
Tor %be p a n t  3? j ~ e a r s .  Hy ':ife 2nd I Yioneeded t h i s  p lace  and I workeu 
l.lul.e L ; L L L .  5 >-ears i n  Owenton s ince  re t i rement  rrom the  3.2. Kavy. 

HOCX VY FEFS. 

Anskr?, No. 

rid l a r g e  consume:-s of  water, In  o the r  words "nost s h i f t i n g  t o  Residents. 

323.8 y; f o r  2000 ga l lons  and t o  

337% i s  1i::ewise u n j u s t .  

1 3'i'KCi,G;sY i PPCSX 'L", PROBOSSD RATE H ~ i L Z ~  13- CA? iGLL 7:C'JT:PY dA't'Ed AND 





e 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 5, 1998 

Mr. and Mrs. Larry Ramsey 
1490 lnverness Road 
P. 0. Box 71 
Perry Park, Kentucky 40363-0071 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Ramsey: 

This is in response to your letter received December 24 regarding your concerns 
in the above-mentioned case. Your letter is being treated as an official protest and will 
be placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General’s Office for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 
1 I 

hv 
Attachment 

Helen C. Helton 
Executive Director 

AN EOUAL OPPORTUNITY EMPLOYER M/F/D 
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COMMONWEALTH OF KENTUCKY 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

PUBLIC SERVICE COMMISSION 

(502) 564-3940 

January 5, 1998 

Mr. James E. Reumann 
P. 0. Box 13 
Perry Park, Kentucky 40363-001 3 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. Reumann: 

This is in response to your letter received December 31 regarding your concerns 
in the above-mentioned case. Your letter is being treated as an official protest and will 
be placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General’s Office for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 

Executive Director 
hv 
Attachment 

AN EOUAL OPPORTUNITY EMPLOYER M/F/D 



December 31, 1997 

Gerald and Andrea Hardcorn 
510 Whipporwill Lane 
P. 0 .  Box 28 
Perry Park, KY 40363 

Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 615 
Frankfort, KY 40602 

Re: Proposed rate adjustment, Glenwood Hall Golf and Country Club 

Dear Sir: 

We are writing to express our objection to the proposed rate 
increase applied for by the management of the Water Division of the 
Glenwood Hall Golf and Country Club. 

We are property owners and full-time residents of the resort, and 
have a 20 year history of property ownership there. We are also 
property owners in Florida, so also have a comparative rate to 
study. The proposed rate increase can only be described as 
outrageous, and a clear abuse of the new management of the resort. 

In addition to the exorbitant rate increases requested, this 
management has also assessed each property owner $388.00. This is 
being assessed before the "new and improved" water service is even 
available to us, and despite the fact that, as property is 
constructed, a hook-up fee is charged. 

We feel it is unfair for property owners to obviously cover the 
cost of capital improvements by investors, who seek to reap profits 
at every level, even at such basic services as water and sewage. 
We will certainly not share in profits, so why should we have to 
pay for their obligations as owners? Also, bringing in water from 
an outside source relieves them of the cost of maintaining the 
existing water treatment facility, and complying with the stringent 
testing and monitoring requirements. A study of the compliance in 
past months shows the history of non-compliance with existing 
regulations. 

This rate request represents an attempt to re-cap their investment 
costs and relieve them of their responsibilities as owners, while 
unduly penalizing property owners with excessive fees. I urge you 
to deny this excessive rate increase. 

/ i  

Geraid and Andrea Hardcorn 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 5, 1998 

Mr. and Mrs. Dick Blank 
P. 0. Box 87 
Perry Park, Kentucky 40363 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Blank: 

This is in response to your letter received December 29 regarding your concerns 
in the above-mentioned case. Your letter is being treated as an official protest and will 
be placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General’s Office for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Since rely, 
I 1 

d q h  c.* 
Helen C. Helton 
Executive Director 

hv 
Attach men t 

AN EOUAL OPPORTUNITY EMPLOYER M/F/D 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 5, 1998 

Mr. and Mrs. James Blick 
30 Adams Bell Court 
Perry Park, Kentucky 40363 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. and Mrs. Blick: 

This is in response to your letter received December 29 regarding your concerns 
in the above-mentioned case. Your letter is being treated as an official protest and will 
be placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General’s Ofice for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 

Executive Director 
hv 
Attachment 

L AN EOUAL OPPORTUNITY EMPLOYER M/F/D 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 5, 1998 

Mr. Jack A. Hagedom 
3905 Rankin Drive 
Erlanger, Kentucky 41 01 8 

Re: Case No. 97-516 
Glenwood Hall Resort & Country Club 

Dear Mr. Hagedom: 

This is in response to your letter received December 30 regarding your concerns 
in the above-mentioned case. Your letter is being treated as an official protest and will 
be placed in the case file of this proceeding. The Commission will carefully analyze this 
case. However, if you wish to actually participate in the proceeding, including any 
hearing which may be held, you must file a motion to intervene with the Commission. 

Attached is a copy of Commission regulations concerning intervention. If you 
request limited intervention and your request is granted, you will receive copies of all 
Commission Orders entered in this case. You will not, however, be served with filed 
testimony, exhibits, pleadings, correspondence or other documents submitted by the 
parties. If you wish such information, you must request and be granted full intervention. 
If you are granted intervention and wish to request a hearing, you should file such a 
request with the Executive Director. 

The Attorney General’s office for Rate Intervention, which represents consumers’ 
interests, may be able to assist you. You may contact them at (502)696-5453 to inquire 
whether there will be a representative from that office participating in this case. 

Thank you for your interest and concern in this matter. 

Sincerely, 

Executive Director 
hv 
Attachment 

AN EOUAt OPPORTUNITY EMPLOYER M/F/D I 



P.O. BOX 117 Perry Park, KY 40363 

December 15, 1997 

DEC 22 19g7 

P.O. Box 615 co~lsS~ON 

Kentucky Public Service Commission 
730 Schenkel Lane pUeuc SERVICE 

- 
Frankfort, Kentucky 40604 

RE: Application for Rate Adjustment - 
Glenwood Hall Golf& Country Club - Sewer Division 

Dear Sir or Madam: 

(502) 484-2159 

97 -5110 
Enclosed please find the original, plus 11 copies of our completed Application for a Rate 
Adjustment. I have enclosed, as requested, a copy of the customer notice, which has 
been mailed to all customers of the Sewer Division. A copy of this notice has been 
posted at the place of business as well. 

The Articles of Incorporation as well as Annual Reports for the previous three yeas are 
already on file with the Commission. 

With this Application we are requesting Emergency Rate Relief, effective immediately. 
As is clearly demonstrated by the financial information provided with this Application, 
the companies “operations will be materially impaired or damaged by the failure to 
permit the rates to become effective during the period” of review. The Rate Adjustment 
process was begun by the Company early this year, working with Mr. Carl Combs of the 
Public Service Commission. After submitting volumes of paper work to Mr. Combs for 
his review and analysis, we awaited his input. We were contacted by Mr. Scott Lawless, 
of the PSC, months later, and learned that Mr. Combs had left the employment of the 
PSC, and our application had been virtually ignored. 

Mr. Lawless was very helpful, and did everything he could to assist us, but he essentially 
had to start the process fiom the beginning. As such, we feel that the Application process 
has been unduly prolonged. It is our contention, that had the PSC advised us of the 
change in personnel, in a more timely manner, we would have completed the Application 
process by this time. 

PERRY PARK RESORT, INC. FAX: (502) 484-2467 



James E. Reumm 
P.O. Box 13 

December 29. 1997 
Perm Park, Ky 40363-0013 

Executive Director 
Public Service C,omniission 
Commonwealth of Kentucky 
730 Schenkel Lane 
P.O. 615 
Frankfort, Ky. 40602 

Re; Application for Rate Increase by Glenwood Hall Golf & Country Club Water Division 

Deu Sir. 

I am a resident of the Glenwood Hall Resort and therefore am a user of the water utility arid have been 
since 1973. 

I ani writing th~s letter to you to ask that you refuse to grant this exhorbitant rate increase to to the 
Glenwood Hall water &vision. 

1 have been a customer ofthe ublity since 1973; I can attest to the fact that the water &vision has been 
nikmanaged both under former management as well as current management. 

Example: Under former management, the water plant operated with one [ 11 employee; today, under new 
maagemait, there are at least thee  full time employees assigned to the water plant and service is no better 
and quallty is worse. 

Example; under both former and current management, it is not unusual to come home fkom work and fkd 
out that the water is roily and muddy. This dwovery often happens when laundry has been put in a 
washer and we end up wth totally damaged whte clothing. Management refuses to infox-residents of the 
penods that they decide to shut the water system down to perform maintenance hct ions.  Large plumbing 
bills have resulted. Muck fiom the water system has damaged the heatmg elements in water heaters; they 
have been replaced and water heaters have been replaced due to the muck We drain the water heater and 
still thls situation persists. 

Example; fbrmer management knew they had a problem with the water plant and were advised what to do 
to correct the situation. but never performed corrective actions. Current management took over the 
management of the resort in the spring of 1997 sight unseen and want the residents to pay for their 
negligence . 

Water rates could remain low and competitive if managent [former as well as current] would market the 
resort and encourage budding. Economic poiicies of management tend to scare prospective builders away 
from the community. 

Forriier and current management tell residents they are working with the management of the carroll County 
Water District to bring a water line into the resort. We have received a billing from management for 
3388.00 per customer to pay for that line. 

The fact of the matter is, I have had a conversation with a member of the Carroll County Fiscal Court and 
he told me, when we last talked, that no one fiom Glenwood Hall had ever approached Carroll County 
Fiscal Court and requested permission to extend water lines. All conversations have been with the 
manager ofthe water &strict. 



j'igain, I ask that you refuse ths udderly ridculous rate increase requestel 
division of Glenwood Hall Golf & C.ounby Club. 

by management of the water 

-&ieiE. Reumann ' 
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m e 3  0 7997 

Glcnaroo( Hall Golf MC Country Club (Sewer Division) has applied for a rate adjjtmcnt before the Public 
Service Commissioa of Kentuckg. 

The propod rates and estimated amaunt of increase per customer class, arc UT f o h m  

GlmmXMm 

Monthly Rate $4.00 

Monthly Rare 
L- 

The rata contpiacd in this notice arc the rata proposed by Glenwood Hall Golf and County Club (Sewer 
Division). However, the Public Service Commission may order rates to be charged that arc lugher or lower 
than the ram proposed in this notice. 

Any coprntion, association, body politic or puaoa may request leave to intervcuc by motion witbin thiq (30) 
days nfbu notice of the proposed rate changes is given. A motion to intervene shall be in writing, shall be 
submitted to the E.ccutivc Director, Public seroiced Commission, 730 Schcnkcl Lane, P.0  box 615, Frankfort, 
Ky. 40602, and shall set forth the grounds for the motion, indudmg the status and inttrrst at the movant 

Copies of the application may be obtained at no charge form Gktnvood Hall Golf and Country Club-Searer 
Division at 595 Spsingport Feag Rd., P.O. Box 147, Perry Park, Ky. 40363. 

Upon request from an intuvenor, thc applicant shall furnish to the intervenor a copy of the application and 
supporting documcnrs. 

I .  , 

\ 
\ 



. .  - *  
I. 

G l e n w d  Hall Golf and County Club (Water Division) has applied for a rate adjustment before the Public 
Service Commission of Kentucky. 

The proposed rates and estimated amount of increase per customer class, arc as follows: - 
l n t  2,000gallons 
next' 3,000gallons 
next 5,000gallons 
next 15,000 gallons 

Buc 
$650 

2.70 
2.40 
2.10 

1'' 2,000 gallons 
next 8,Ooogallons 
over 10,000 grllons 

$21.05 I 323.8% 
13.06 per lOoog*lons 857.0% 1' 
11.Mper1OOOgaUons k "  -- _. ,' 

The ratrs contained in this notice arc the rates proposed by Glenwd Hall Golf and County Club (Water 
Division). However, the Public Service Commission may order rates to be charged that arc higher or lower 
than the rates proposed in this notice. 

Any corporatjon, association, body politic or person may request leave to intemene by motion within thLy (30) 
days lftu notice of the proposed rate changes is given. A motion to intervene shall be in Writing, shall be 
submitted to the Executive Director, Public Serviced Commission, 730 Schenkel Lane, P.0 box 615, Frankfort, 
Ky. 40602, and shall set forth the grounds for the motion, including the status and interest at the movant 

Copies of the application may be obtained at no charge form Glenwood Hall Golf and County Club-Water 
Division at 595 SpLJngpoa Ferry Rd., P.O. Box 147, Perry Puk, Ky. 40363. 

Upon request from an intervenor, the applicant shall furnish to the intervenor a copy of the application and 
supporting documents. 

I .  , 

, . 1. 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION --- --. 













COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

December 29, 1 9 9 7  

Linda D. Dunn 
Assistant Corporate Secretary 
1 4 0 9  Weiler Boulevard 
Fort Worth, TX. 76112 

RE: Case No. 97-516  
GLENWOOD HALL RESORT & COUNTRY CLUB 
(Rates - ARF) 

This letter is to acknowledge receipt of initial application 
in the above case. The application was date-stamped received 
December 22, 1 9 9 7  and has been assigned Case No. 97-516 .  In all 
future correspondence or filings in connection with this case, 
please reference the above case number. 

If you need further assistance, please contact my staff at 
502 /564-3940 .  

Helen C'. Helton 
Executive Director 

HCH 
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December 11,1997 

Glenwood Hall Golf and County Club (Water Division) has applied for a rate adjustment before the Public 
Service Commission of Kentucky. 

The proposed rates and estimated amount of increase per customer class are as follows: 

1 s t  2,000 gallons 
next 3,000 gallons 
next 5,000gallons 
next 15,000 gallons 

$ 6.50 
2.70 
2.40 
2.10 

B& 

857.0 Yo 
3u*8Y0 > 11' 2,000 gallons $21.05 

next 8,000 gallons 13.06 per 1000 gallons 
over 10,000 gallons 11.04 per 1000 gallons 

The rates contained in this notice are the rates proposed by Glenwood Hall Golf and County Club (Water 
Division). However, the Public Service Commission may order rates to be charged that are higher or lower 
than the rates proposed in this notice. 

, Any corporation, association, body politic or person may request leave to intervene by motion within thvty (30) 
days after notice of the proposed r3te chafiges is given. A motion to intervene shall be in writing, shall be 
submitted to the Executive Director, Public Service Commission, 730 Schenkel Lane, P.0 box 615, Frankfort, 
Ky. 40602, and shall set forth the grounds for the motion, includtng the status and interest at the movant. 

Copies of the application may be obtained at no charge from Glenwood Hall Golf and Country Club-Water 
Division at 595 Springport Ferry Rd., P.O. Box 147, Perry Park, Ky. 40363. 

Upon request from an intervenor, the applicant shall furnish to the intervenor a copy of the application and 
supporting documents. 

. _  . 



Glenwd Hall Golf and County Club (Sewer Division) has applied for a rate adjustment before the Public 
Service Commission of Kentucky. 

The proposed rates and estimated amount of increase per customer class, are as follows: 

Monthly Rate 

Monthly Rare 

- 
$4.00 

Rim 

$13.50 337.5% - 
The rates contained in this notice arc the rates proposed by G l e n w d  Hall Golf and Countrg Club (Sewer 
Division). However, the Public Service Commission may order rates to be charged that arc higher or lower 
than the rates proposed in this notice. 

Any corporation, association, body politic or person may request leave to intervene by motion widin thiry (30) 
days after notice of the proposed rate changes is given. A motion to intervene shall be in writing, shall be 
submitted to the Executive Director, Public Serviced Commission, 730 Schenkd Lane, P.0 box 615, Frankfort, 
Ky. 40602, and shall set forth the grounds for the motion, including the status and interest at the movant 

Copies of thc application may be obtained at no c+ form G l e n w d  Hall Golf and Countq Club-Sewer 
Division at 595 Springport Fury Rd., P.O. Box 147, Pury Park, Ky. 40363. 

Upon request from an intervenor, the applicant shall furnish to the intervenor a copy of the application and 
supportiag documents. 



C O M M O N W E A L T H  O F  KENTUCKY 

730 SCHENKEL LANE 
POST OFFICE BOX 61  5 

FRANKFORT, KY. 40602 

PUBLIC SERVICE COMMISSION 

(502) 564-3940 

January 5, 1998 

Linda D. Dunn 
Assistant Corporate Secretary 
1409 Weiler Boulevard 
Fort Worth, TX. 76112 

RE: Case No. 97-516 
GLENWOOD HALL RESORT & COUNTRY CLUB 

The Commission staff has reviewed your application in the 
above case and finds that it meets the minimum filing require- 
ments. Enclosed please find a stamped filed copy of the first 
page of your filing. This case has been docketed and will be 
processed as expeditiously as possible. 

If you need further assistance, please contact my staff 
at 502/564-3940. 

Sincerely, 

d+n Helen C. Helton c.& 
Executive Director 

HCH/hv 
Enclosure 



P.O. BOX 147 Perry Park, KY 40363 

December 15, 1997 

DEC 2 2  19g7 

P.O. Box 615 ~ O ~ l S s \ O N  

Kentucky Public Service Commission 
730 Schenkel Lane FluBL\c 

--  
Frankfort, Kentucky 40604 

RE: Application for Rate Adjustment - 
Glenwood Hall Golf & Country Club - Sewer Division 

Dear Sir or Madam: 

(502) 484-2159 

q 7  - 5 b  
4 

Enclosed please find the original, plus 11 copies of our completed Application for a Rate 
Adjustment. I have enclosed, as requested, a copy of the customer notice, which has 
been mailed to all customers of the Sewer Division. A copy of this notice has been 
posted at the place of business as well. 

The Articles of Incorporation as well as Annual Reports for the previous three years are 
already on file with the Commission. 

With this Application we are requesting Emergency Rate Relief, effective immediately. 
As is clearly demonstrated by the financial information provided with this Application, 
the companies “operations will be materially impaired or damaged by the failure to 
permit the rates to become effective during the period” of review. The Rate Adjustment 
process was begun by the Company early this year, working with Mr. Carl Combs of the 
Public Service Commission. After submitting volumes of paper work to Mr. Combs for 
his review and analysis, we awaited his input. We were contacted by Mr. Scott Lawless, 
of the PSC, months later, and learned that Mr. Combs had left the employment of the 
PSC, and our application had been virtually ignored. 

Mr. Lawless was very helpful, and did everything he could to assist us, but he essentially 
had to start the process fiom the beginning. As such, we feel that the Application process 
has been unduly prolonged. It is our contention, that had the PSC advised us of the 
change in personnel, in a more timely manner, we would have completed the Application 
process by this time. 

PERRY PARK RESORT, INC. FAX: (502) 484-2467 



Kentucky Public Service Commission 
December 15, 1997 
Page Two 

Please 

Thank 

direct all questions andor correspondence to my attention at the following address 

Linda D. Dunn 
1409 Weiler Boulevard 
Fort Worth, TX 761 12 

(817) 446-7140 -Fax 
(8 1 7) 446-4224 

you in advance, for your consideration of this Application. 

Sincerely, 

L 5 Z 2 2 - L  
Linda D. Dunn 
Assistant Corporate Secretary 

LDD:ld 

CC: Ofice of the Attorney General 
Utility Rate Intervention Division 
209 St. Clair Street 
Frankfurt, KY 40601 



GLENWOOD HALL 
GOLF & COUNTRY CLUB 

P.O. BOX 147 Perry Park, KY 40363 (502) 484-2159 

December 11,1997 

Glenwood Hall Golf and Country Club (Sewer Division) has applied for a rate adjustment before the Public 
Service Commission of Kentucky. 

The proposed rates and estimated amount of increase per customer class, are as follows: 

CURRENTRATE 

Monthly Rate $4.00 

PROPOSED RATES 

Consumption Yo of increase 

Monthly Rare $13.50 337.5% 

The rates contained in this notice are the rates proposed by Glenwood Hall Golf and Country Club (Sewer 
Division). However, the Public Service Commission may order rates to be charged that are higher or lower 
than the rates proposed in this notice. 

14ny corporation, association, body politic or person may request leave to intervene by motion within thiry (30) 
days after notice of the proposed rate changes is given. A motion to intervene shall be in writing, shall be 
submitted to the Executive Director, Public Serviced Commission, 730 Schenkel Lane, P.0 box 615, Frankfort, 
Ky. 40602, and shall set forth the grounds for the motion, including the status and interest at the movant. 

Copies of the application may be obtained at no charge form Glenwood Hall Golf and Country Club-Sewer 
Division at 595 Springport Ferry Rd., P.O. Box 147, Perry Park, Ky. 40363. 

Upon request from an intervenor, the applicant shall furnish to the intervenor a copy of the application and 
supporting documents. 

PERRY PARK RESORT, INC. FAX: (502) 484-2467 
I 



APPLICATION FOR RATE ADJUSTMENT 
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

For Small Utilities 
Pursuant to 807 K A R  5:076 
(Alternative Rate Filing) 

Glenwood Hall Golf  and Country Club (Sewer Division) 
Name of Utility 

P.O. Box 147 

Perry Park, Kentucky 4 0 3 6 3  
Business Mailing Address 

Telephone Number 5 0 2  / 4 8 4 - 2 1 5 9  
Area Code Number 

I. Basic Information 

"E, TITLE, ADDRESS and telephone number of the person to whom 
correspondence or communications concerning this application should 
be directed: 

- 

NAME : Linda Dunn 

Address: 1409  Weiler Blvd. 
Fort Worth, 

-9 Texas 7 6 1 1 2  

Telephone Number: 81 7 / 4 4 6 - 4 2 2 4  
Yes No Do you have less than 400 customers? 

2 )  Do you have less than $200,000 in Gross 
Annual Revenue? 

- 

Yes No 

3 ) .  Has the utility filed an annual report with - 
this Commission f o r  the past year and the 
two previous years? Yes NO 

4) Are the utility's records kept separate 'from - 
No 

any other commonly-owned enterprise? . Y e s 1  
NOTICE: 
this regulation, you must have answered yes to either question 1 or 
2 and yes to both questions 3 and 4 above. If you answer'no to 
questions 3 or 4, you must obtain written approval from theComission 
Drior to filinq this Application. If these requirements are not met, 
Gou must file under the Commission's procedural rules, 807 KAR 5:Ool. 

To be eligible for consideration of a rate adjustment - under 

Separate Checking account not maintained but separate income stateme 
are compiled. 

:nts 



11. Increased Cost Information 

(1) The most recent Annual Report will be used as the basic test 
period data in order to determine the reasonableness of the 
proposed rates. 
rate revision is the one filed with the Commission for 
12 months ending December 31, 1 9 ~ .  Test period used was 12 
months ended October 31, 1 9 9 7 .  
a. If you have reason to believe some of the items 

of revenue and expense listed in the Annual Report 
will increase or decrease, please list each item, 
expected increase or decrease and the adjusted amount. 

The Annual Report used as the basis for this 
the 

the 

Item Per Amount Per Increase Adjusted 
Annual Report Annual Report (Decrease) Amount 
Revenue $ $ $ 

Total Revenue $ $ $ 

Expense 

See Attachment A 

Total Expense $ 

Revenue Less 
Expense $ 

$ $ 

$ $ 

-2- 



I .  

b .  Please describe each item that you adjusted on page 2 and 
how you know it will change. (Please attach invoices, 
letters, contracts or receipts which will help in proving 
the change in cost). 

See Attachment B 

C. Please list your present and proposed rates f o r  each class 
(i.e., residential, commercial, etc.) of customer and the 
percentage of increase proposed for each class: 

Percent 
Customer Class Present Rates Proposed Rates Increase 

See Attachment C 

-3- 



111. Other Information 

a. Please complete the following questions: 

1) Please describe any events or occurrences which may have 
an effect on this rate review that should be brought to the 
Commission's attention (e.g., excessive line losses, major 
repairs, planned construction). 

Refer to Attachment B 

3) 

4 )  

185 Total number of customers 
as of the date of filing: 

Total amount of increased revenue requested: 

Please circle Yes or No: 

$ 2 1 , 0 8 0 . 9 7  

a) Does the utility have outstanding 
indebtedness? 

If yes, attach a copy-of any documents 
such as promissory notes, bond 
resolutions, mortgage agreements, etc. 

Were all revenues and expenses 
listed in the Annual Report for 19 
incurred and collected from January 1 
to December 31 of that year. 

If no, list total revenue and total 
expense incurred prior to or subsequent 
to this period and attach invoices or 
other analysis which show how amounts 
were arrived at. 

b) 
- 

Yes No 

N / A .  Test year 
was 12 mths ended 
1 0 / 3 1 / 9 7  
Yes No 

-4- 



5 )  If utility expenses depreciation, attach a copy of the 
depreciation schedule of utility plant in service. 
No depreciation expensed during test year. A l l  assets are 

6 )  If utility is a sewer utility: fully depreciated. 

a) Attach a copy of the latest State and Federal Income 
Tax Returns. 

N/A.  Sewer Division does not prepare income tax returns. 
How much of the utility plant was recovered through the 
sale of lots or other contributions ll,,w $ or % ?  
(If unknown, state the reason.) 

b) 

Current owner is not original developer. There is no record 
of contributions made by customers or the developer. 

b. Please state the reason or reasons why a rate adjustment is 
requested. (Attach additional pages if necessary). 

Current rates are not adequate to cover operating 
expenses. 

I 

-5- 



IV. Billinq Analysis %*- 

The billing analysis is the chart reflecting the usage by the 
customers as well as the revenue generated by a specific level of 
rates. A billing analysis of both the current and proposed rates 
is mandatory for analysis of this rate filing. The following is 
a step-by-step description which may be used to complete the 
billing analysis. A completed sample of a billing analysis is 
also included. Although the sample reflects water usage, it is 
equally applicable for gas companies using a declining block rate 
design. This billing analysis is not intended for companies using 
a flat rate design. 

a. Usage Table (Usage by Rate Increment) 

Information needed to complete the usage table should be 
obtained from the meter books or other available usage 
records. The usage table is used to spread total usage into 
the proper incremental rate step. 

Column No. 1 is the incremental steps in the present or 
proposed rate schedule for which the analysis is being made. 
Column No. 2 is the number of bills in each incremental rate 
step. Column No. 3 is the total gallons used in each 
incremental rate step. Column Nos. 4, 5, 6, 7, 8, and 9 are 
labeled to correspond to the incremental rate steps shown in 
Column No. 1 and contain the actual number of gallons used in 
each incremental rate step. 

Example for completing Usage Table is as follows: 

Column No. 1 is incremental rate steps. 

Columns No. 2 and 3 are completed by using information 
obtained from usage records. 

Columns No. 4 ,  5, 6, 7, 8, and 9 are completed by the 
following steps: 

Step 1: 1st 2,000 gallons minimum bill rate level 
432 Bills 
518,400 gallons used 
All bills use 2,000 gallons or less, therefore, 

all usage is recorded in Column 4 .  

Step 2: Next 3,000 gallons rate level 
1,735 Bills 
4,858,000 gallons used 
1st 2,000 minimum x 1,735 bills = 3,470,000 

gallons - record in Column 4 
Next 3,000 gallons - remainder of water over 

2,000 = 1,388,000 - record in Column 5 

-6- 



b. 

Step 3: Next 10,000 gallons rate level 
1,830 B i l l s  
16 ,268 ,700  gallons used 
1st 2,000 minimum x 1 , 8 3 0  bills = 3 ,660,000 gallons - 

record in Column 4 
Next 3 ,000  gallons x 1 ,830  bills = 5 ,490,000 gallons - 

record in Column 5 
Next 10,000 gallons - remainder of water over 3,000 = 

7,118,700 gallons - record in Column 6 

Step 4 :  Next 25,000 gallons rate level 
650 Bills 
15,275,000 gallons used 
1st 2,000 minimum x 650 bills = 1,300,000 gallons - 

record in Column 4 
Next 3 ,000  gallons x 650  bills = 1,950,000 gallons - 

record in Column 5 
Next 10,000 gallons x 650 bills = 6 ,500,000 gallons - 

record in Column 6 
Next 25,000 gallons - remainder of water over 10,000 = 

5,525,000 gallons - record in Column 7 
Step 5 :  Over 40,000 gallons rate level 

1 5 3  Bills 
9,975,600 gallons used 
1st 2,000 minimum x 1 5 3  bills = 306,000 gallons - 

record in Column 4 
Next 3,000 gallons x 1 5 3  bills = 459,000 gallons - 

record in Column 5 
Next 10,000 gallons x 1 5 3  bills = 1 ,530 ,000  gallons - 

record in Column 6 
Next 25,000 gallons x 1 5 3  bills = 3,825,000 gallons - 

record in Column 7 
Over 40,000 gallons - remainder of water over 25,000 = 

3,855,600 gallons - record in Column 8 

Step 6: Total each column for transfer to Revenue Table. 

Revenue Table (Revenue by Rate Increment) 

Revenue Table is used to determine the revenue produced from the 
Usage Table. Column No. 1 is the incremental rate steps in the 
rate schedule for which the analysis is b e i n g  made. Column No. 2 
indicates the total number of bills. Column No. 3 is the number 
of gallons accumulated in each rate increment (Totals from 
Columns 4 ,  5, 6, 7, and 8 of the above usage table). Column No. 
4 is the rates to be used in determining revenue. Column No. 5 
contains revenue produced. 

1 -7- 
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. .. 

v.  General Information/Customer Notice 

1) Filing Requirements: 

its Articles of Incorporation must be attached to this 
Application. 
already been filed with the Commission in a prior proceeding, it 
will be sufficient to state that fact in the Application and 
refer to the style and case number of the prior proceeding. 

a. If the applicant is a corporation, a certified copy of 

If the articles and any amendments thereto have 

b. An original and 11 copies of the completed Application 
should be sent to: 

Kentucky Public Service Commission 
730 Schenkel Lane 
P. 0. Box 615 
Frankfort, Kentucky 40602  

Telephone: 502/564-3940 

C. One copy of the completed Application should also be 
sent at the same time to: 

Office of the Attorney General 
Utility Rate Intervention Division 
209  St. Clair Street 
Frankfort, Kentucky 4 0 6 0 1  

2 )  All correspondence and responses to supplemental information 
should also be sent to this address. 

3 )  A copy of the customer notice must be filed with this 
Application. Proper notice must comply with Sections 3 
and 4 of this regulation. 

4 )  Copies of this form and the regulation may be obtained 
from the Commission's Office of Executive Director: or 
by calling 502/564-7167. 

5 )  I have read and completed this Application and to the best of 
my knowledge all the information contained in this Application 
is true and correct. 



Perry Park Resort, Inc. dba d enwood Hall Golf and Country Club 
Pro forma Operating Income Statement 
Sewer Division 

Operating Revenues 
Flat Rate Revenues 

Operating Expenses 
Salaries and Wages (Benefits) 
Repairs and Maintenance 

Utilities - Electric 

Total Operating Expenses 

Net Operating Income 

Test 
Year 

12 months 
Ended 

10/31/97 Adjustments 

- 8,880.00 

16,945.88 (a) 
7,103.80 (1,896.75)(b) 

(993.60) (c) 
62.48 (d) 

170.39 (e) 
339.50 (9 

4,502.40 131.56 (9) 

Attachment A 
e 

Pro forma 
Operations 

Pro forma Proposed 
Operations Adjustments Rates 

8.880.00 21.080.97 29.960.97 

16,945.88 16,945.88 

4,785.82 4,785.82 
4,633.96 4,633.96 

11,606.20 14,759.46 26,365.66 0.00 26,365.66 

(2,726.20) ( 1 4,759.46) (1 7,485.66) 21,080.97 3,595.32 

Calculation of Revenue Required 
Operating Expenses 
Divided by: 88 percent ratio 
Revenue Required 
Less: Operating Expenses 
Net Operating Income 

26,365.66 
0.88 

29,960.97 
(26.365.66) 

- 31595.32 



0 0 - Perry Park Resort, Inc. dba Glenwood Hall Golf and Country Club 
Pro forma Operating Income Statement 
Sewer Division 

(a) 
To adjust all payroll related expenses to reflect proper allocation to the water and 
sewer division. 

Attachment B 

Pro forma Adjustments 
Operations Manager Annual Salary 
FICA 
FUI on first $7,000 
SUI on first $7,000 
Workers Compensation 
Health Insurance ~- - 

Total benefits to operations manager 
Times: percent of time spent on water operations 

Pro forma Water 
Pro forma Sewer 

Office Manager Annual Salary 
FICA 
FUI on first $7,000 
SUI on first $7,000 
Workers Compensation 
Health Insurance 

Total benefits to office manager 
Times: percent of time spent performing utility operations 

Pro forma amount to be allocated to water and sewer divisions 
Times: percent of water customers to total customers per 1996 N R  

Pro forma Water 
Pro forma Sewer 

Total Pro forma Water Adjustment 
Total Pro forma Sewer Adjustment 

27,000.00 
2,065.50 

56.00 
21 0.00 

1,514.70 
1,200.00 

~~~ -~ 

32,046.20 
70% 

~~ 22,432.34 
9,613.86 

~- ~~ 

~. 

19,200.00 
1,468.80 

56.00 
21 0.00 

1,077.12 
~. 1,200.00 

23,211.92 
70% 

~~ ~ 

16,248.34 
55% 

8,9 1 6.32 
7,332.02 

~ 

~ ~ . _ _  

31,348.66 
-. 16,945.83 
~___. 

(b) 
To amortize expenses incurred due to flood damage that were charged to the repairs 
and maintenance expense account. 

Vendor 
Tom Stewart 
Electro Mechanical 

Amount 
691 .OO 

1,679.94 _ _  

Total 2,370.94 
5.00 Divide by: 5 years - ~ -__ 

Annual Recovery 474.1 9 
(2,370.94) Less: Test year ~ _ _ _  ~ - 

-~ (1,896.75) ___ _ _ ~ _  ~ 

Adjustment 



db 0 
Perry Park Resort, Inc. 
Pro forma Operating Income Statement 
Sewer Division Attachment B 

6 )  
To amortize major repair expense to blower unit that is not expected to recur annually. 

Vendor Amount 
Kinder Electric 1,656.00 

5.00 

Annual Recovery 331.20 
(1,324.80) Less: Test year 

~- J993.60;) ~ 
Adjustment 

a Glenwood Hall Golf and Country Club 

Divide by: 5 years - 

~ _ _ _ _ _ _ _  

__  _ _  

(d) 
Amortization of software development. 

Adj us t m e n t _ _ _ _ _ _ _  62.48 

(e) 
To amortize sewer flood damage expenses that were inadvertently charged to the water 
division. 

170.39 - ~ ~ _ _ _ _  $851.96 paid to Pure Stream divided by 5 years 

(9 
To allocate test year expenses that were inadvertently charged to the water division. 

- 339.50 
~ -. -___ - Amount paid to Mr. Rooter 

(9) 
Pro forma purchased power for pumping 
Less: Test year 

4,633.96 
(4,502.40) __-____ 

~ ~ ~ ~ - _ _ _ _  131.56- - Adjustment 



Perrp Park Resort, Inc. dba 
Comparison of Present and 
Sewer Division 

Attachment C 
i 

Glenwood Hall Golf and Country Club 
Proposed Rates with Percentage Increase 

PROPOSED RATE 

Monthly Rate 

CURRENT RATES 

Monthly Rate 

~- PERaNTAGE INCREASE 

Monthly Rate 

$13.50 

$4.00 

237.50% 



GLENWOOD HALL 

P.O. BOX 147 Perry Park, KY 40363 (502) 484-2159 

December 15, 1997 

Kentucky Public Service Commission 
730 Schenkel Lane 
P.O. Box 6 15 
Frankfort, Kentucky 40604 

RE: Application for Rate Adjustment - 
Glenwood Hall Golf & Country Club - Water Division 

Dear Sir or Madam: 

Enclosed please find the original, plus 11 copies of our completed Application for a Rate 
Adjustment. I have enclosed, as requested, a copy of the customer notice, which has 
been mailed to all customers of the Water Division. A copy of this notice has been 
posted at the place of business as well. 

The Articles of Incorporation as well as Annual Reports for the previous three years are 
already on file with the Commission. 

With this Application we are requesting Emergency Rate Relief, effective immediately. 
As is clearly demonstrated by the financial information provided with this Application, 
the companies “operations will be materially impaired or damaged by the failure to 
permit the rates to become effective during the period” of review. The Rate Adjustment 
process was begun by the Company early this year, working with Mr. Carl Combs of the 
Public Service Commission. After submitting volumes of paper work to Mr. Combs for 
his review and analysis, we awaited his input. We were contacted by Mr. Scott Lawless, 
of the PSC, months later, and learned that Mr. Combs had left the employment of the 
PSC, and our application had been virtually ignored. 

Mr. Lawless was very helpful, and did everything he could to assist us, but he essentially 
had to start the process fiom the beginning. As such, we feel that the Application process 
has been unduly prolonged. It is our contention, that had the PSC advised us of the 
change in personnel, in a more timely manner, we would have completed the Application 
process by this time. 

PERRY PARK RESORT, INC. FAX: (502) 484-2467 



Kentucky Public Service Commission 
December 15, 1997 
Page Two 

Please direct all questions and/or correspondence to my attention at the following address 

Linda D. Dunn 
1409 Weiler Boulevard 
Fort Worth, TX 761 12 
(8 17) 446-4224 
(8 17) 446-7 140 - Fax 

Thank you in advance, for your consideration of this Application. 

Sincerely, 

Assistant Corporate Secretary 

LDD : Id 

CC: Office of the Attorney General 
Utility Rate Intervention Division 
209 St. Clair Street 
Frankfbrt, KY 40601 
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GLENWOOD HALL 
GOLF & COUNTRY CLUB 

Perry Park, KY 40363 p*o' &!Lmber 11,1997 

Glenwood Hall Golf and County Club (Water Division) has applied for a rate adjustment before 
Service Commission of Kentucky. 

The proposed rates and estimated amount of increase per customer class, are as follows: 

CURRENT RATE 

ConsumDtlon Rate I 
1 s t  2,000 gallons 
next 3,000 gallons 
next 5,000 gallons 
next 15,000 gallons 

$ 6.50 
2.70 
2.40 
2.10 

PROPOSED RATES I 
Consumption E!& % of increase 

1 s t  2,000 gallons 
next 8,000 gallons 
over 10,000 gallons 

$21.05 323.8 Yo 
857.0 Yo 13.06 per 1000 gallons 

11.04 per 1000 gallons 

The rates contained in this notice are the rates proposed by Glenwood Hall Golf and Country Club (Water 
Division). However, the Public Service Commission may order rates to be charged that are higher or lower 
than the rates proposed in this notice. 

Any corporation, association, body politic or person may request leave to intervene by motion within thtry (30) 
days after notice of the proposed rate changes is given. A motion to intervene shall be in writing, shall be 
submitted to the Executive Director, Public Serviced Commission, 730 Schenkel Lane, P .0  box 615, Frankfort, 
Ky. 40602, and shall set forth the grounds for the motion, including the status and interest at the movant. 

Copies of the application may be obtained at no charge form Glenwood Hall Golf and Country Club-Water 
Division at 595 Springport Ferry Rd., P.O. Box 147, Perry Park, Ky. 40363. 

Upon request from an intervenor, the applicant s h d  furnish to the intervenor a copy of the application and 
supporting documents. 

PERRY PARK RESORT, INC. FAX: (502) 484-2467 
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C l ~ n w n n d  KaJ-1 Golf and Country Club (Water Division) 
Name of Utility 

Telephone Number 502 / 4 8 4 - 2 1 5 9  
Area Code Number 

I. Basic Information 

NAME, TITLE, ADDRESS and telephone number of the person to whom 
correspondence or communications concerning this application should 

- 
' directed: 

NAME : Linda Dunn 

Address: Blvd. 

-ryehas 7 6 1 1 2  

Telephone Number: 817 / 4 4 6 - 4 2 2 4  I 

Yes No Do you have less than 400 customers? 

Do you have less than $200,000 in Gross 
Annual Revenue? 

- 

Yes No 

Has the utility filed an annual report with 

- 

this Commission for the past year and the 

two previous years? Yes 
No 

Are the utility's records kept separate 'from 

- 

No 
any other commonly-owned enterprise? . Y e s 1  

NOTICE: 
this regulation, you must have answered yes to either question 1 or 
2 and yes to both questions 3 and 4 above. If you answer.no to 
questions 3 or 4 ,  you must obtain written approval from theCommission 
prior to filing this Application. If these requirements are not met, 
you must file under the Commission's procedural rules, 807 KAR 5:OOl. 

To be eligible for consideration of a. rate adjustment - under 

1 Separate checking account not maintained but separate income statements 
are compiled. 



11. Increased Cost Information 

(1) The most recent Annual Report will be used as the basic test 
period data in order to determine the reasonableness of the 
proposed rates. The Annual Report used as the basis for this 
rate revision is the one filed with the Commission for the 
12 months ending December 31, 1 9 ~ .  
months ended October 31, 1997. 
a. If you have reason to believe some of the items 

 est period used was 12 

of revenue and expense listed in the Annual Report 
will increase or decrease, please list each item, the 
expected increase or decrease and the adjusted amount. 

Item Per Amount Per Increase Adjusted 
Annual Report Annual Report (Decrease) Amount 

$ $ $ Revenue 

Total Revenue $ 

Expense 

See Attachment A 

Total Expense $ 

Revenue Less 
Expense $ 

$ $ 

$ $ 

-2- 
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5 )  If utility expenses depreciation, attach a copy of the 
depreciation schedule of utility plant in service. 
Only one item currently being depreciated. 
If utility is a sewer utility: N/A 

See detail below. 
6 )  

a) Attach a copy of the latest State and Federal Income 
Tax Returns. 

b) How much of the utility plant was recovered through the 
sale of lots or other contributions $ or % ?  
(If unknown, state the reason.) 

Water pump purchased from Kinder Electric at a cost of 
$8,890. Depreciated over 5 years. 

b. Please state the reason or reasons why a rate adjustment is 
requested. (Attach additional pages if necessary). 

Current rates are not adequate to cover operating 
expenses. 

-5- 



IV. Billing Analysis See Attachment: D 

The billing analysis is the chart reflecting the usage by the 
customers as well a s  the revenue generated by a specific level of 
rates. A billing analysis of both the current and proposed rates 
is mandatory for analysis of this rate filing. The following is . 

a step-by-step description which may be used to complete the 
billing analysis. A completed sample of a billing analysis is 
also included. Although the sample reflects water usage, it is 
equally applicable for gas companies using a declining block rate 
design. This billing analysis is not intended for companies using 
a flat rate design. 

a. Usage Table (Usage by Rate Increment) 

Information needed to complete the usage table should be 
obtained from the meter books or other available usage 
records. The usage table is used to spread total usage into 
the proper incremental rate step. 

Column No. 1 is the incremental steps in the present or 
proposed rate schedule for which the analysis is being made. 
Column No. 2 is the number of bills in each incremental rate 
step. Column No. 3 is the total gallons used in each 
incremental rate step. Column Nos. 4, 5, 6, 7, 8, and 9 are 
labeled to correspond to the incremental rate steps shown in 
Column No. 1 and contain the actual number of gallons used in 
each incremental rate step. 

Example for completing Usage Table is as follows: 

Column No. 1 is incremental rate steps. 

Columns No. 2 and 3 are completed by using information 
obtained from usage records. 

Columns No. 4, 5, 6, 7, 8, and 9 are completed by the 
following steps: 

Step 1: 1st 2,000 gallons minimum bill rate level 
4 3 2  Bills 
518,400 gallons used 
All bills use 2,000 gallons or less, therefore, 

all usage is recorded in Column 4. 

Step 2: Next 3,000 gallons rate level 
1,735 Bills 
4,858,000 gallons used 
1st 2,000 minimum x 1 ,735  bills = 3 , 4 7 0 , 0 0 0  

gallons - record in Column 4 
Next 3 , 0 0 0  gallons - remainder of water over 

2,000 = 1 , 3 8 8 , 0 0 0  - record in Column 5 

-6- 



Step 3 :  Next 10,000 gallons rate level 
1 , 8 3 0  Bills 
1 6 , 2 6 8 , 7 0 0  gallons used 
1st 2,000 minimum x 1,830 bills = 3 ,660 ,000  gallons - 
record in Column 4 

Next 3 ,000  gallons x 1 , 8 3 0  bills = 5 , 4 9 0 , 0 0 0  gallons - 
record in Column 5 

Next 10,000 gallons - remainder of water over 3,000 = 
7,118,700 gallons - record in Column 6 

Step 4: Next 25 ,000  gallons rate level 
6 5 0  Bills 
1 5 , 2 7 5 , 0 0 0  gallons used 
1st 2,000 minimum x 6 5 0  bills = 1,300,000 gallons - 

record in Column 4 
Next 3,000 gallons x 6 5 0  bills = 1 , 9 5 0 , 0 0 0  gallons - 

record in Column 5 
Next 10,000 gallons x 6 5 0  bills = 6 , 5 0 0 , 0 0 0  gallons - 

record in Column 6 
Next 2 5 , 0 0 0  gallons - remainder of water over 10,000 = 

5 , 5 2 5 , 0 0 0  gallons - record in Column 7 

Step 5 :  Over 40,000 gallons rate level 
1 5 3  Bills 
9 ,975 ,600  gallons used 
1st 2,000 minimum x 153 bills = 3 0 6 , 0 0 0  gallons - 

record in Column 4 
Next 3 ,000  gallons x 153 bills = 4 5 9 , 0 0 0  gallons - 

record in Column 5 
Next 10,000 gallons x 1 5 3  bills = 1 , 5 3 0 , 0 0 0  gallons - 

record in Column 6 
Next 25,000 gallons x 1 5 3  bills = 3 , 8 2 5 , 0 0 0  gallons - 

record in Column 7 
Over 40,000 gallons - remainder of water over 25,000 = 

3 , 8 5 5 , 6 0 0  gallons - record in Column 8 

Step 6: Total each column for transfer to Revenue Table. 

b. Revenue Table (Revenue by Rate Increment) 

Revenue Table is used to determine the revenue produced from the 
Usage Table. Column No. 1 is the incremental rate steps in the 
rate schedule for which the analysis is being made. Column No. 2 
indicates the total number of bills. Column No. 3 is the number 
of gallons accumulated in each rate increment (Totals from 
Columns 4 ,  5,  6 ,  7 ,  and 8 of the above usage table). Column No. 
4 is the rates to be used in determining revenue. Column No. 5 
contains revenue produced. 

-7- 
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v. General Information/Customer Notice 

1) Filing Requirements: 

a. If the applicant is a corporation, a certified copy of 
its Articles of Incorporation must be attached to this 
Application. If the articles and any amendments thereto have 
already been filed with the Commission in a prior proceeding, 
will be sufficient to state that fact in the Application and 
refer to the style and case number of the prior proceeding. 

should be sent to: 

it 

b. An original and 11 copies of the completed Application 

Kentucky Public Service Commission 
730 Schenkel Lane 
P. 0. Box 615 
Frankfort, Kentucky 40602 

Telephone: 502/564-3940 

C. One copy of the completed Application should also be 
sent at the same time to: 

Office of the Attorney General 
Utility Rate Intervention Division 
209 St. Clair Street 
Frankfort, Kentucky 4 0 6 0 1  

2 )  All correspondence and responses to supplemental information 
should also be sent to this address. 

3 )  A copy of the customer notice must be filed with this 
Application. 
and 4 of this regulation. 

Proper notice must comply with Sections 3 

4 )  Copies of this form and the regulation may be obtained 
from the Commission's Office of Executive Director; or 
by calling 502/564-7167. 

5 )  I have read and completed this Application and to the best of 
my knowledge all the information contained in this Application 
is true and correct. 

Signed 

Date 1- 



e 
Perry Park Resort, Inc. dba Glenwood Hall Golf and Country Club Attachment A 
Pro forma Operating Income Statement 
Water Division 

- 

Test 
Year 

12 months 
Ended 

1 0/3 1 /97 

Pro forma 
Operations 

Pro forma Proposed 
Operations Adjustments Rates Adjustments 

Operating Revenues 
Metered Water Sales 25,398.76 25,398.76 - 71,736.54 97,135.30 

~~ 

Operating Expenses 
Gasoline 
Licenses and Fees 
FICA Expense Employer 
FUI Expense Employer 
SUI Expense Employer 
Workers Compensation 
Professional Fees 

1,147.03 
11 0.00 

1,001.46 
61.40 

324.75 
859.86 

18,391.83 

(1,147.03)(e) 0.00 
11 0.00 

0.00 
0.00 
0.00 
0.00 

0.00 
11 0.00 

0.00 
0.00 
0.00 
0.00 

(1,001.46) (a) 
(61.40) (a) 

(324.75) (a) 
(859.86) (a) 

(6,138.51 ) (b) 
(10,391.40)(~) 
(1,312.01)(d) 549.91 

33.23 
88.96 

549.91 
33.23 
88.96 

Postage 
Recruiting Expense 
Repairs and Maintenance 

33.23 
88.96 

50,146.96 (1,411.96) (e) 
(10,728.46)(f) 
(1 0,499.03) (9) 
(1 5,325.00) (a) 
31,348.66 (a) 

(627.00) (h) 
(925.76) (i) 

27,507.50 27,507.50 
Salaries and Wages (Benefits) 15,325.00 

31,348.66 
0.00 

5,334.66 
249.00 
176.31 
507.19 

17,607.96 
187.68 

1,778.00 - . ~ _ _  ._ 

31,348.66 
0.00 

5,334.66 
249.00 
176.31 
507.19 

17,607.96 
187.68 

1,778.00 

Con tract Labor 
Supplies 
Telephone 
Auto and Travel 
Miscellaneous and General 
Utilities - Electric 
Utilities - Gas 
Depreciation 

627.00 
6,260.42 

249.00 
176.31 
507.19 

8,265.72 
187.68 
123.48 

~~ 

9,342.24 (j) 

1,654.52 (k) 

(1 8,408.21) 

18,408.21 __ ~ 

~~ 

Total Operating Expenses 103,887.28 85,479.07 -____ 0.00 ~- 85,479.07 - 

Net Operating Income (78,488.52) 71 736.54 11,656.24 
_I-_ - -_________ 

Calculation of Revenue Required 
Operating Expenses 
Divided by: 88 percent ratio 
Revenue Required 
Less: Operating Expenses 
Net Operating Income 

85,479.07 
0.88 

97,135.30 
(85,479.07) 
11,656.24 



Perrv Park dba Glenwood Hall Golf and Country 
Adj&tments Made to Test Year Operations 
Water Division Attachment B 

(a) 
To adjust all payroll related expenses to reflect proper allocation to the water and 
sewer division. 

To eliminate test year: 
FICA Expense Employer 
FUI Expense Employer 
SUI Expense Employer 
Workers Compensation 
Salaries and Wages (Benefits) 

Pro forma Adjustments 
Operations Manager Annual Salary 
FICA 
FUI on first $7,000 
SUI on first $7,000 
Workers Compensation 
Health Insurance 

(1,001.46) 
(61.40) 

(324.75) 
(859.86) 

(1 5,325.00) 

27,000.00 
2,065.50 

56.00 
21 0.00 

1,514.70 
1,200.00 

Total benefits to operations manager 
Times: percent of time spent on water operations 

Pro forma Water 
Pro forma Sewer 

Office Manager Annual Salary 
FICA 
FUI on first $7,000 
SUI on first $7,000 
Workers Compensation 
Health Insurance 

Total benefits to office manager 
Times: percent of time spent performing utility operations 

Pro forma amount to be allocated to water and sewer divisions 
Times: percent of water customers to total customers per 1996 N R  

Pro forma Water 
Pro forma Sewer 

Total Pro forma Water Adjustment 
Total Pro forma Sewer Adjustment 

32,046.20 
70% 

22,432.34 
- __ 9,61383 

19,200.00 
1,468.80 

56.00 
21 0.00 

1,077.12 
1,200.00 

23,211.92 
70% -~ 

16,248.34 
55% 

~~~ 

-1- 8 916.32 
7,332111_2 ~ _ _  ~ 

_ _  31,348.66 
16,945.88 

(b) 
To eliminate legal fees that were incurred during the test year for the preparation 
of an alternative rate filing ("ARF") and research on requesting a Federal Emergency 
Management Agency ("FEMA") loan. The majority of the legal fees were incurred 
for assistance with the preparation of this ARF application which was eventually 
provided by Commission Staff. The FEMA loan which was sought to cover flood 
damage was never obtained. Both items are considered to be nonrecurring and 
provided no benefit to our customers and have therefore been eliminated from 
test year operations. 

(6,138.51 1 __ Total test year legal fees 



0 0 
Perry Park Resort, Inc. dba Glenwood Hall Golf and Country Club 
Adjustments Made to Test Year Operations 
Water Division Attachment B 

(c) 
To eliminate billing and other miscellaneous fees charged by Southwest Financial 
and Lone Star during the test year. The majority of the expense associated with 
Southwest Financial has not actually been incurred. It is an estimate of future billings 
for services that may or may not be provided. Therefore, these expenses have been 
eliminated from test year operations. The actual expense incurred from Southwest 
Financial during the test year was $504.10 which was for miscellaneous services 
such as providing copies of invoices and postage. These items are considered 
to be nonrecurring and have thus been eliminated from test year operations as well. 
The charges from Lone Star were primarily for customer account billing services. 
Our customer billing is currently performed by our office manager whose salary 
has been allocated to both the water and sewer divisions. Therefore, we have 
eliminated the Lone Star charges from test year operations. 

Vendor 
Southwest Financial (Future Estimates) 
Southwest Financial (Incurred Expenses) 
Lone Star 

Amount 
(5,495.90) 
(504.1 0) 

(4,391.40) - 

__ Total _ _  (10,391.40) - ._ 

( 4  
To amortize professional fees paid to Lightfoot Guest for the development of billing 
software. 

Amount paid to Lighfoot Guest 1,561.92 
5.00 Divide by: 5 years ~ _ _ _ _ _ . _ _ _  

312.38 
Amount allocated to water, 80 percent of total (estimate) 249.91 
Less: Test year (1,561.92) 

Annual Recovery ~~~ 

Ad j u st men t 
~ - (1,312.01) 

62.48 Amount allocated to sewer, 20 percent of total (estimate) 
.- 

(e) 
To eliminate items charged to water operations that should have been charged to 
other divisions. 

Vendor Division Amount 
Pure Stream (flood damage) Sewer (851.96) 
Rumpke Dining Hall (22 0.50) 

(3 39.5 0) 

Appropriate 

Mr. Rooter Sewer _ _ ~  - ~ 

Adjustment for repairs and maintenance 
Ferrel Gas - Gasoline Club House 

(1,411.96) 
~ - _. (1 , 147.mI - 



0 
Perry Park Resort, Inc. dba Glenwood Hall Golf and Country 
Adjustments Made to Test Year Operations 
Water Division Attachment B 

(9 
To amortize expenses incurred due to flood damage that were charged to the repairs 
and maintenance expense account. 

Vendor 
Water Works and Industrial Supply 
USA Blue Book 
Water Works and Industrial Supply 
Electro Mechanical 
Lexington Industrial 
C.I. Thornburg 
Craig's Rental 
C.I. Thornburg 
Electro Mechanical 
C.I. Thornburg 
Lexington Industrial 
Lexington Industrial 
Lexington Industrial 
McCoy and McCoy 
McCoy and McCoy 
Florence Winwater Works Co. 
USA Blue Book 
USA Blue Book 
USA Blue Book 

Amount 
674.69 
526.55 

2,726.90 
763.25 

1,854.38 
191.90 
134.20 
340.54 

1,080.00 
21 7.30 

1,139.40 
2,820.90 

420.84 
275.00 
44.50 
87.78 
13.42 
36.98 
62.05 

Total 
Divide by: 5 years 

13,410.58 
5.00 

~~ 

Annual Recovery 2,682.1 2 
(1 3,410.58) Less: Test year ______~______ 

Adjustment - 
- (1 0,728.46) 

(9) 
To amortize various expenses that are considered to be nonrecurring in nature. 

Vendor 
Guthrie Sales and Service Co. Inc. 
Kinder Electric 
Mainstream Comm. Divers 
JEBE Co. 
Kinder Electric 
Luhn and Oak Co. 
Luhn and Oak Co. 

Total 
Divide by: 5 years 

Annual Recovery 
Less: Test year 

Description 
5 tons of sand 
Motor overhaul 
Tank cleaning 
Chlorinator 
Installation of Water Pump 
Installation of Water Pump 
Installation of Water Pump 

Amount 
1,261.44 
7,085.40 
1,845.80 

571.15 
1,640.00 

360.00 
~ 360.00 

13,123.79 
5.00 

2,624.76 
( I  3,123.79) 

-~ ~ 

_______ 

Adjustment (1 0,499.03) 



0 0 . .  

Perrv Park Resort, Inc. dba Glenwood Hall Golf and Country Club . Adjustments Made to Test Year Operations 
Water Division Attachment B 

(h) 
To eliminate contract labor for servicing water and sewer plant prior to hiring 
operating manager. 

Adjustment (627.00) 

(0 
To amortize expenses incurred due to flood damage that were charged to the supplies 
expense account. 

Vendor 
Water Works and Industrial Supply 
Divide by: 5 years 

Annual Recovery 
Less: Test year 

Adjustment 

Amount 
1 , 157.20 

5.00 

23 1.44 
(1,157.20) 

~~~ 

(925.76) 
- 

0) 
Pro forma Purchased Power for Pumping 
Less: Test year 

17,607.96 
(8,265.72) ~ ~ - _ _  

Adjustment 

(k) 
To adjust test year depreciation and amortization to reflect a full year of amortization 
to be taken onthe water pump installed during the test year. 

Cost capitalized per books 
Divide by: 5 years 

Annual Recovery 
Less: Test year expense 

~ _ _ _ _ _  Adj ust me n t 
.~ 

8,890.00 
5.00 

1,778.00 
(1 23.48) 

_ _ _ _ _ ~  

1,654.52 
~~~ 



$21.05 Minimum Bill 
13.06 Per 1,000 Gallons 
11.04 Per 1,000 Gallons 

$6.50 Minimum Bill 
2.70 Per 1,000 Gallons 
2.40 Per 1,000 Gallons 
2.10 Per 1,000 Gallons 
1.80 Per 1,000 Gallons 
1.50 Per 1,000 Gallons 
1.20 Per 1,000 Gallons 
1 .OO Per 1,000 Gallons 

223.85% 
383.70% 
444.17% 
425.71 % 
51 3.33% 
636.00% 
820.00% 

1004.00% ** 

Perry Park Resort, Inc. dba Glenwood Hall Golf and Country Club 
Comparison of Present and Proposed Rates with Percentage Increase ' 

i Water Division 

PROPOSED RATES 

First 2,000 Gallons 
Next 8,000 Gallons 
Over 10,000 Gallons 

WRRENT RATES 

First 2,000 Gallons 
Next 3,000 Gallons 
Next 5,000 Gallons 
Next 15,000 Gallons 
Next 25,000 Gallons 
Next 50,000 Gallons 
Next 100,000 Gallons 
Over 200,000 Gallons 

- PERCENTAGE INCREASE 

First 2,000 Gallons 
Next 3,000 Gallons 
Next 5,000 Gallons 
Next 15,000 Gallons 
Next 25,000 Gallons 
Next 50,000 Gallons 
Next 100,000 Gallons 
Over 200,000 Gallons 

Attachment C 

** Note: There is no usage that falls into this rate block 
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Perry Park Resort, Inc. Hall Golf and Country Club 
Cost of Service Study 
Water Division 

Attachment D 

Salaries and Wages 
Postage 

Recruiting expense 
Repairs and Maintenance 
Electric 
Operating Ratio 
Su b-Total 

Allocation Percentage 
License & Fees 
professional Fees 
Supplies 
Telephone 
Travel 
Gas 
Miscellaneous 
Sub-Total 

Total Operation and Maintenance 

Allocation Percentage 
Depreciation Expense 

REVENUE REQUIRED FROM RATES 

Actual Usage 

Weighted Usage 

COMMODIN 
DEMAND 

CUSTOMER 
Customer Allocation 
Number of Bills 

IN DEMAND - T41AL CQMMOD 
22,432 8,917 

33 
31,349 

33 

89 89 
27,508 27,508 
17,608 

5,828 11,656 
88,243 17,608 55,768 

17,608 
5,828 

14,867 

100.00% 
110 
550 

5,335 
249 
176 
188 
507 

7,115 

78.95% 
87 

434 
4,212 

197 
139 
148 
400 

5,617 

21.05% 
23 

116 
1,123 

52 
37 
40 

107 
1,498 

16,365 95,358 17,608 61,385 

100.00% 
1,778 

95.00% 5.00% 
1,689 89 

97,136 17,608 63,075 16,453 

PROPOSED RATE SCHEDULE 

t~kd@lons fi~&2,Mn ExWJQQ over109QQ 
5,882,980 2,680,215 2,444,586 758,179 
100.00% 45.56% 41.55% 12.89% 

7,834,234 4,020,323 3,055,733 758,179 
100.00% 51.32% 39.00% 9.68% 

8,022 7,317 2,269 
24+!3Xw 

17,608 
63,075 

40,390 31,919 8,373 

13.459 
56,844 
2,701 

fiCsaQQQ next 890Q QVXLLUUQQ 

21.05 13.06 11.04 
minimum per 1000 per 1000 

gallons g a I I o n s bill 

56,843.64 31,918.89 8,373.47 $97,136.00 



BEFORE THE 

KENTUCKY PUBLIC SERVICE COMMISSION 

F l L t U  CASE NO. 97-516 

APR G 1998 
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HEARING OFFICER SHAPIRO: 

The matter before the Public Service Comm-ss on 

this morning is on the application of Glenwood 

Hall Resort and Country Club for an adjustment of 

rates pursuant to the alternative rate filing 

procedure for small utilities, Case Number 97-516. 

My name is Paul Shapiro, I'm a Hearing Examiner 

for the Commission and I've been requested by the 

Commission to conduct the hearing today. Let me 

first ask if the applicant is present and ready to 

proceed? 

MS. YUNKER: 

Yes. 

HEARING OFFICER SHAPIRO: 

We have several intervenors, the Attorney General? 

MR. SPENARD: 

Present and ready. 

HEARING OFFICER SHAPIRO: 

Is there a Donald--David L. Chervenack? He's not 

here? A William Blick? 

GENTLEMAN IN AUDIENCE: 

He's not here yet. 

HEARING OFFICER SHAPIRO: 

And William Conrad? 
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MR. CONRAD: 

I'm here. 

HEARING OFFICER SHAPIRO: 

You're here. Before we get into the evidentiary 

portion of the hearing, let me first ask if there 

are any members of the audience who would like to 

make public comment concerning the application 

that has been filed here today? Public comment is 

open to anybody who is not a party to the 

proceeding but who wishes to comment on the issues 

that are before the Commission. Is there anyone 

here who would like to do that? Okay. If you 

would, come around here to where it says witness 

and tell us who you are and what your comments 

are. 

MR. BURDETTE: 

More question than comment. I have a problem with 

this application. I think it is incorrect. 

HEARING OFFICER SHAPIRO: 

Well, first of all, what is your name? 

MR. BURDETTE: 

David Burdette, resident of Glenwood Hall. 

HEARING OFFICER SHAPIRO: 

Mr. Burdette, if you wouldn't mind, have a seat. 
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COURT REPORTER: 

Spell your last name for me please? 

MR. BURDETTE: 

B-u-r-d-e-t-t-e. 

HEARING OFFICER SHAPIRO: 

What is your address Mr. Burdette? 

MR. BURDETTE: 

Forty-seven Springport, Glenwood Hall, Perry Park. 

On Attachment B of the rate application I see here 

for an operations manager annual salary, I 

question do we have an operations manager on the 

payroll? And then we have an office manager 

annual salary, that person--1 asked who that 

person was individually and wasn't and would not 

get an answer. I'd like to know who that is. And 

some of these benefits that are on here to bring 

the amount up, I really am curious do they exist. 

Now, that's my questions personally. 

HEARING OFFICER SHAPIRO: 

Well, Mr. Burdette, this is just an opportunity 

for you to comment upon the application of the 

issues. It is not an opportunity for you to ask 

questions. If you had wanted to ask questions, it 

would have been necessary for you to intervene as 
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a party in this procedure. 

MR. BURDETTE : 

Well, then my comment is that this application is 

not correct. That's it. 

HEARING OFFICER SHAPIRO: 

Does anybody else wish to make a comment at this 

time? 

MS. HARMELING: 

My name is Jane Harmeling, H-a-r-m-e-1-i-n-g, I 

live at 1320 Inverness Road, Perry Park. My only 

comment is that I don't think that the residents 

of Glenwood Hall are at all objecting to a fair 

raise in water rates. 300 and above percent raise 

at one time, to me, is exorbitant and uncalled 

for. Our water plant has been in neglect for all 

the years that I have lived at Glenwood Hall, that 

has been since 1986. They have been operating 

with the plant that has been outdated. I don't 

know what else to say about that plant, it needs 

to be rebuilt if it is going to stay there. I 

know a new company or supposedly a new company 

took over, but we are paying for the neglect that 

has been in that water plant for years and years 

and years and years. And they are going to try to 
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recoup that by gouging us for over 300% rate water 

increase at one time. I think it is very, very, 

very unfair. I'm not at liberty to comment on the 

application itself and the expenses, although I 

think most of us are very leery about the past 

actions of our--the company, ICH, that ran 

Glenwood Hall Resort before. So, that is why we 

are all really questioning the truth to the 

expense account on that application. We have not 

had good relations in the past and so far it is 

real questionable as how well we are able to work 

with the new company. So, that is why we are 

skeptical. But, again, I don't have figures and 

it is not my place right now to comment on that. 

I'm just saying that it is a totally, totally, 

totally unfair over 300% water increase at the 

same--at one time. It is a way for them to recoup 

all the wrong that was done to that water plant 

for years and they are gouging us for it. I just 

wanted to make that comment, I think that is 

totally unfair. There is no place on earth that I 

know of that has increased water rates over 300% 

at one time to recoup for lost expenses. This is 

a new company and we are not going to pay for 
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neglect. Thank you. 

HEARING OFFICER SHAPIRO: 

Anyone else? Please come up here and I'll ask 

that the counsel for the applicant enter her 

appearance please? 

MS. YUNKER: 

Katherine Yunker, P. 0. Box 21784, Lexington, 

Kentucky 40522, for the applicant. 

HEARING OFFICER SHAPIRO: 

Counsel for the intervenor Attorney General? 

MR. SPENARD: 

Appearing on behalf of A. B. Chandler 111, 

Attorney General, David Edward Spenard, 1024 

Capital Center Drive, Frankfort, Kentucky 40601. 

Also appearing on behalf of the Attorney General 

Monica McFarland. 

HEARING OFFICER SHAPIRO: 

Same address? 

MR. SPENARD: 

Yes. 

HEARING OFFICER SHAPIRO: 

I believe we had, was it Mr. Blick, or Mr. Conrad? 

You are--was it Mr. Conrad? 
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MR. CONRAD: 

Yes. 

HEARING OFFICER SHAPIRO: 

Okay. Do you want to--Mr. Conrad, you are an 

intervenor so you can participate in this 

proceeding. 

MR. CONRAD: 

Where should I sit? 

HEARING OFFICER SHAPIRO: 

You can sit right next to Ms. McFarland. 

LADY IN AUDIENCE: 

Mr. Shapiro, you are fading out on your speech. 

HEARING OFFICER SHAPIRO: 

Oh, I'm sorry. I'll try to speak into this 

microphone. Mr. Blick, do you want to give us 

your full name and address please? 

MR. CONRAD: 

William F. Conrad-- 

HEARING OFFICER SHAPIRO: 

Mr. Conrad, I'm sorry, I call you Mr. Blick and 

you are Mr. Conrad. 

MR. CONRAD: 

Conrad. 
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COURT REPORTER: 

And your address please? 

MR. CONRAD: 

Twenty-two Springport Drive, Perry Park, Kentucky. 

HEARING OFFICER SHAPIRO: 

And who is appearing here on behalf of the 

Commission Staff? 

MR. GOFF: 

James R. Goff, Staff Attorney. 

HEARING OFFICER SHAPIRO: 

Mr. Conrad, since you are not represented by 

counsel, let me explain to you briefly what the 

procedure is that we will be following here toda 

Prior to the hearing I was advised that the 

Commission Staff had prepared an amended Staff 

Report. I don't know if you have copies of the 

Staff Report that were originally filed but the 

Staff Report is a report that two members of the 

staff have prepared in which they make certain 

recommendations. And apparently they have gone 

over those--some of those figures and have amended 

the original report. So, what we will be doing 

this morning is we will allow the staff attorney 

to present that amended report through the staff 
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members who 

then we wil 

prepared it. After he has done so ,  

probably take a short recess so tha 

all the parties can review that report, take at 

look at it, see what changes have been made and be 

better able to proceed with the hearing. When we 

come back, the applicant will make a--will be 

permitted to make a short opening statement. 

purpose of an opening statement is to tell the 

Commission why they should be granted the relief 

that they have requested in the petition that-- 

well, I guess it is a motion that is the basis for 

this hearing this morning. After they have done 

that, then the intervenors, in this case there are 

two of you, that being the Attorney General and 

yourself, will be allowed to make an opening 

statement as well as to why they think the relief 

should not be granted, or at least not granted in 

the form requested. After the opening statements 

have been made, then the applicant will present 

testimony in support of the application and as 

each witness testifies they will be subject to 

cross-examination by you as an intervenor and by 

the Attorney General and also by Commission Staff. 

After the applicant has presented all of its 

The 
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evidence, then the intervenors will have an 

opportunity to present their evidence and the 

Attorney General may or may not have some 

witnesses he wishes to call, and you may or may 

not have some witnesses you wish to call. 

However, you can also make a statement under oath 

at that time in support of your opposition. After 

all the evidence has been presented, then the 

parties will be allowed to make closing arguments. 

For that purpose we reverse the order, and the 

reason we reverse the order is that it is thought 

that because the applicant has what is known as 

the burden of proof, then that puts them at a 

disadvantage from a procedural standpoint. So, to 

offset that, they are allowed to make the final 

closing argument. In other words, they hear what 

you have to say and then they can respond to it. 

That is the same procedure that is followed in a 

trial in court. Once all the closing arguments 

have been made, then the matter will be taken 

under submission before the Commission and the 

Commission will make its decision based upon the 

record as presented here today. Do you have any 

questions Mr. Conrad? 
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MR. CONRAD: 

Not at t,,is time, but 

you Mr. Shapiro. 

HEARING OFFICER SHAPIRO: 

W maybe later. thank 

Okay. but you understand the procedure then? 

MR. CONRAD: 

Yes, thank you. 

HEARING OFFICER SHAPIRO: 

Okay. At this point, then, I'll ask Mr. Goff if 

he wants to call any witnesses? 

MR. GOFF: 

Call-- 

HEARING OFFICER SHAPIRO 

Have you got copies of the amended report? 

MR. GOFF: 

Yes. 

(WITNESS DULY SWORN 

The witness, JACK SCOTT LAWLESS, 

duly sworn, testified as follows: 

DIRECT EXAMINATION 

BY MR. GOFF: 

Q Would you state your name please? 

A My name is Jack Scott Lawless. 
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Q What is your position sir? 

A I’m an Auditor with the Kentucky Public Service 

Commission. 

Q Did you, as part of the Public Service 

Commission Staff, file a Staff Report 

concerning the application of Glennwood Hall 

Golf and Country Club for their water and 

sewer rates? 

A Yes, I did. 

Q Have you subsequently made additions to or 

amendments to that Staff Report? 

A Yes, we have. 

Q And would you tell us what basically those 

amendments and additions were? 

A Okay. The staff made one amendment that 

affects the recommended water rates to be 

approved in this case. The staff 

inadvertently, in its preparation of the 

original Staff Report, omitted approximately 

$1,300.00 in operating revenue. And we would 

like to amend that, the original report, 

include those revenues. 

Q How will those--how will that amendment 

affect the rate request for water rates? 
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A 

Q 

A 

Q 

A 

It decreased the water rate by approximately 

$5.00 on 5,000 gallons of usage. 

Was that the only change that the staff made 

in its prior Staff Report that has been filed 

in this record? 

Yes, sir. 

And would you wish that to be filed as part 

of the Staff Report at this time? 

Yes, I would. 

MR. GOFF: 

Mark it as Exhibit A, I assume. 

HEARING OFFICER SHAPIRO: 

Commission's Exhibit 1. 

(EXHIBIT SO MARKED: PSC Exhibit No. 1) 

MR. GOFF: 

That's all I have of this witness. 

HEARING OFFICER SHAPIRO: 

Mr. Lawless, can you specifically tell us where 

that--is it $1,300 you said? 

A Yes, sir, approximately. It was $1,300 and some 

change. 

HEARING OFFICER SHAPIRO: 

And where would you find it in the original report 

and the corresponding amount in the amended 
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report ? 

A Okay. What--it was omitted in the original 

report, so you won't find it in there. What we 

did, if you turn to Appendix A of the original 

report, and if you look at--okay, if you look at 

the first column that is labeled test year 12 

months ended 10-31-97, metered water sales is 

listed as $25,398.76. And then if you look at the 

Amended Staff Report, Appendix A, you will find 

that that number has been changed to $26,758.87. 

And that, if you want me to continue, then if you 

turn the page to Appendix D, which we have also 

amended, that is staff's Cost-of-Service Study. 

If you look approximately half-way down the page 

you will see where it lists actual usage, weighted 

usage, commodity demands, those numbers have also 

changed, which that is where staff is calculating 

the rates to be recommended in this case. And if 

you will notice, the proposed rate schedule in 

Appendix D of the original application, just as a 

reference point, the first 2,000 gallons was 

listed at $21.05, on the amended it is listed at 

$19.56. 

accordingly. And in Appendix E, which then 

And then the other rates changed 

- 18 - 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

follows, those are recommended rates by staff. 

And as you can tell, those have changed 

correspondingly to Appendix D. And I will point 

out, that is just water rates. And that's it. 

HEARING OFFICER SHAPIRO: 

Ms. Yunker, do you have any questions you'd like 

to ask Mr. Lawless? I think at this time more for 

clarification purposes than anything else. You 

will have another opportunity. 

MS. YUNKER: 

No. 

HEARING OFFICER SHAPIRO: 

Same, Mr. Spenard? 

MR. SPENARD: 

Not at this stage. 

HEARING OFFICER SHAPIRO: 

Mr. Conrad? 

MR. CONRAD: 

Not at this stage. 

HEARING OFFICER SHAPIRO: 

Thank you Mr. Lawless. 

further at this time? 

MR. GOFF: 

We have nothing further 

Do you have anything 

at this time. 

- 19 - 



1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

HEARING OFFICER SHAPIRO: 

Okay. Why don't--we will be in recess until 

quarter until ten. Will that give you sufficient 

time? 

MS. YUNKER: 

I think so, yes. 

HEARING OFFICER SHAPIRO: 

Thank you. 

(OFF THE RECORD) 

HEARING OFFICER SHAPIRO: 

Back on the record. Ms. Yunker, do you have an 

opening statement? 

MS. YUNKER: 

I have a brief one Mr. Shapiro. This hearing is 

not the--necessarily the ultimate rate hearing, 

although we would hope that perhaps all of the 

evidence that was necessary to support the rate 

increase could be gathered at this hearing. 

hearing is for permission to put the rates into 

effect in the interim before there is a final 

order from the Commission. By statute, the 

Commission may order or may permit the rates to be 

put in in the interim period if it finds that the 

company's or the utility's credit or operations 

This 
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would be materially impaired or damaged by the 

failure to permit the rates to become effective 

during the period. The Staff audit performed 

before the application was filed and on which the 

application was based, the original Staff Report 

and the Amended Staff Report, all noticed that 

there is a significant and ongoing net operating 

loss to the utility such that--to the two 

utilities--such that neither is recovering its 

current out of pocket costs, if you will. That is 

clearly not a sustainable situation. Not only are 

current costs not being covered but there is no-- 

there is no ability to put money aside for 

emergencies such as occurred during the flood last 

year during March. There is nothing to put aside 

to start to replace and to improve what is an 

antiquated system so that efficient service may be 

provided at a reasonable cost to the residents. 

The rates which are being requested are, like all 

rates, must be forward-looking. The fact that 

there have been significant losses in the past is 

water over the dam. Those are not to be recovered 

by these rates. These rates are to put the 

utility divisions on a firm and sensible financial 
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footing so that they may also be put on a firm and 

sensible techno ogical footing so as to provide 

efficient and reasonable service to the residents, 

not just now, but in the future. Thank you. 

HEARING OFFICER SHAPIRO: 

Mr. Spenard? 

MR. SPENARD: 

We agree that the application is going to produce 

rates on a forward-looking basis. We believe that 

the test year is based upon unreasonably high 

amounts for expense and will acknowledge that this 

is an emergency application. But the importance 

of having correct figures for billing is just as 

important in this case as it would be for the 

final determination by the Commission in a 

subsequent hearing. Thank you. 

HEARING OFFICER SHAPIRO: 

Mr. Conrad? 

MR. CONRAD: 

Well, I'd like to bring out the fact that there-- 

its one thing to say that you have got these 

expenses facing you and everything, but that was 

knowledge that should have been, and I'm sure was, 

known when the purchase of this plant or this 
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organization was made. Now, it is like it has 

been brought out before, it was neglected, some of 

these things by the previous owners. Now, they 

neglected to say that they have also captured 

thousands of logs in the last few months, I'm 

talking about the last three or four months, that 

has been a valuable asset to them. So, it is not 

like they are in the poor house on this operation. 

That's the point I would like to make there. I've 

got other things to talk about, but that's--I'm 

countering her point about the expense that they 

are going to incur. In other words, it is way 

more than offset, I'm sure, by the logging 

operations. 

HEARING OFFICER SHAPIRO: 

Ms. Yunker, you want to call your first witness? 

MS. YUNKER: 

Okay. Mr. Shapiro, we'd like to have a panel, 

given there is no prefiled testimony so as not to 

then be referring questions back and forth to each 

other. 

HEARING OFFICER SHAPIRO: 

Is that acceptable? 
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MR. SPENARD: 

We have no c-jection as long as they are both 

sworn. But on a point of clarification, has there 

been proof of publication or proof of the notice 

of publication of this hearing? 

HEARING OFFICER SHAPIRO: 

I assume that you are going to cover 

direct examination? 

LADY IN AUDIENCE: 

When? 

MR. CONRAD: 

We haven’t seen it. 

HEARING OFFICER SHAPIRO: 

You are going to have to just listen 

proceeding. The only people who can 

that in your 

to the 

ask  questions 

are the intervenors in this proceeding or the 

Commission Staff. So, if you have anything you 

would like Mr. Conrad to ask, or Mr. Spenard, you 

can ask him to ask it if you have an opportunity 

during a recess or something. But other than 

that, I’m afraid I‘m going to have to limit the 

questioning to the people who are actually parties 

to the proceeding. 

(TWO WITNESS DULY SWORN) 
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The witnesses, LINDA DUNN and CURT 

first been duly sworn, testified as fol 

DIRECT EXAMINATION 

BY MS. YUNKER: 

Q 

MS. 

Q 
MS. 

Q 

MS. 

Q 
MS. 

Q 

MOBERT, having 

ows: 

Ms. Dunn, would you please state your full name 

and your business address for the reporter? 

DUNN : 

My name is Linda Dunn, my business address is 1409 

Wiler Boulevard, Fort Worth, Texas. 

And it's D-u-n-n? 

DUNN : 

D-u-n-n. 

And what is your connection to the applicant 

in this proceeding? 

DUNN : 

I am the Assistant Corporate Secretary. 

For what corporation? 

DUNN : 

For ICH Corporation. 

Mr. Moberg, would you please state your full 

name and business address for the court 

reporter? 
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MR. MOBERG: 

Q 

MR. 

Q 

MR. 

Q 

MS. 

Q 

MS. 

Q 

My name ,s Curt, that's spe ed w 

last name is Moberg, M-o-b-e-r-g, 

th a C, C-u-r-t, 

I'm the General 

Manager of the Glennwood Hall Golf and Country 

Club, business address is Box 147, Perry Park, 

Kentucky. 

And how long have you been the General 

Manager? 

MOBERG: 

Since November 7 of '97. 

Are you also a--do you also live in the 

Glennwood Hall-- 

MOBERG : 

Yes, I do. 

Ms. Dunn, how long have you been the assistant 

Secretary for the ICH Corporation? 

DUNN : 

Since March of 1997. 

Did you have any connection to the applicant 

before that date? 

DUNN : 

No, I did not. 

The Commission's Order establishing this 

hearing ordered that the applicant publish 
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notice of the hearing at least once before 

this hearing was held. Mr. Moberg, has that 

been done? 

MS. DUNN: 

Yes, it has. 

Q Do you have with you an affidavit of 

publication by the Owenton News Herald? 

MS. DUNN: 

Yes, I do. On the March 11th publication 

with a copy of the publication paper that it 

was in. 

MS. YUNKER: 

Mr. Shapiro, we only have that original 

of it, would you like us to have copies 

made as well as submit the original for 

the record or will the original be-- 

HEARING OFFICER SHAPIRO: 

You haven't got any copies for the 

parties, though, is that correct? 

MS. YUNKER: 

That's correct. We could have some made 

now. 

HEARING OFFICER SHAPIRO: 

Yes, well, why don't we just submit the 
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Q 

Q 

original at this point and if the 

parties want copies they can obtain 

them. And there will be a copy of the-- 

these will be a part of the public 

record anyway. 

Ms. Dunn, your signature is the one that appears 

on the-- 

HEARING OFFICER SHAPIRO: 

Well, before you do that, let's mark 

that as Applicant 1 and make it a part 

of the record. 

(EXHIBIT SO MARKED: Applicant Exhibit No. 1) 

Ms. Dunn, there were two applications received by 

the Kentucky Public Service Commission which 

initiated this proceeding, one for the water 

division and one for the sewer division. Did you 

sign those applications? 

MS. DUNN: 

Yes, ma'am, I did. 

Q Could you tell us briefly how those 

applications were prepared? 

MS. DUNN: 

In April or May of 1997 I became aware of the 

fact that we could secure the assistance of 
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the Public Service Commission 

our--and that they would be w 

preparing 

ng to come 

in and review and audit our records and 

assist us in this preparation. In May or 

June of 1997 I initiated contact with Mr. 

Carl Combs of the PSC who came to our 

facility and started that process for us. 

Mr. Combs subsequently left the Public 

Service Commission and Mr. Scott Lawless 

picked that up for us and provided us some 

very able assistance and insight into our 

application. And he had drafted what was his 

original recommendation as to what we should 

submit and--after doing a thorough and 

extensive audit of our records there. I 

reviewed that, I essentially submitted the 

application that had been prepared for us, by 

them, as ours. 

Q You also submitted some additional 

information, I believe, in February regarding 

the corporate structure for the sewer and 

utility divisions; is that correct? 

MS. DUNN: 

That is correct. 
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Q Since the filing of the application, Mr. 

Moberg, has there been--have there been any 

significant developments in the operation of 

the water or the sewer plant? 

MR. MOBERG: 

There has been in the water plant, yes. 

Q And what has been that development? 

MR. MOBERG: 

Well, based on the type of water that we were 

producing and on the--no one here would be in 

dispute of the fact that our water was not of 

a great quality over the years. And, of 

course, I can only relate to that since 

November. But many of the residents that we 

have on the properties came to me and showed 

me clothes of theirs that had been damaged 

with iron deposits and so forth, in the 

water. And, s o ,  with an effort to provide 

two major things, one is safe water and the 

second one is just to improve the general 

quality of the water. We searched for people 

who could do a better job taking care of that 

water for us and still meet all the necessary 

requirements. And in a two or three month 
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search we were able to come up with a company 

that is called Control Technologies, 

Incorporated, whom we are presently using on 

a contract basis to actually run our water 

plant. 

And are--is Control Technologies charging you 

for that service? 

MOBERG: 

Yes, they are. 

And approximately what is the charge for that 

service? 

MOBERG: 

Well, we had two basic charges. The first 

charge would be start-up costs that we 

incurred for them to improve the situation 

and bring it up to a very acceptable 

standard. And then we also have another 

charge that will be an ongoing monthly charge 

to us that we will incur. The start up cost 

is going to be approximately $7,800 for the 

first month of March, then we will be looking 

at approximately $4,400 per month thereafter 

for their services. 

Are the--do the revenues--the revenues on the 
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MR. 

Q 
MR. 

Q 

MR. 

Q 

MR. 

Q 

basis of the current rates for the water 

division, are they at the level of $4,40, a 

month? 

MOBERG : 

No, they are not. 

Approximately what level are they? 

MOBERG : 

They are approximately at $1,800, $1,900, in 

that neighborhood. 

Before the hearing you showed me a letter 

dated February 19, 1998, addressed to you 

from Michael E. Turner of Control 

Technologies, Inc., setting forth their 

agreement with you to take care of the 

system. Do you have that in front of you? 

MOBERG : 

Yes, I do. 

Is that a accurate copy of the letter which 

you received? 

MOBERG: 

Yes, it is. 

And does that properly reflect the agreement 

you have with Control Technologies? 
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MR. MOBERG: 

Yes, i, does. 

MS. YUNKER: 

We made copies of that. We would like 

to make that--enter that as Applicant’s 

Exhibit 2 f o r  the record. 

MR. SPENARD: 

I have no objection to it being entered. 

HEARING OFFICER SHAPIRO: 

So ordered. 

(EXHIBIT SO MARKED: Applicant Exhibit No. 2) 

Q This is to either of you, with respect to the 

water division, is it--on a current basis, is it 

recovering through its revenues its current 

operating costs? 

MR. MOBERG: 

No, it is not. 

Q And with respect to the sewer division, is 

it, on a current basis, is it, for the 

revenues that are coming in at the current 

rate, is it recovering its current costs? 

MR. MOBERG: 

No, it is not. 
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MS. YUNKER: 

No furth r ques 

HEARING OFFICER SHAPIRO: 

Mr. Spenard? 

ions on direct. 

CROSS EXAMINATION 

BY MR. SPENARD: 

Q Good morning. The Applicant's Exhibit 2 ,  the 

letter from Control Technologies dated February 

19, 1998, am I correct that this letter is not 

part of the materials that have previously been 

submitted to the Public Service Commission? 

MR. MOBERG: 

That's correct. 

Q In the past, did the management of Glennwood Hall 

water and sewer divisions insure that the 

facilities were maintained in proper fashion? 

MR. MOBERG: 

Would you repeat that question, I'm not sure that 

I-- 

Q The question is in the past did the 

management of Glennwood Hall water and sewer 

division insure that the facilities were 

maintained in proper fashion? 
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I'd lik- for you to spea 

MS. YUNKER: 

to it. 

I'm sorry. These individuals only 

became involved about this time last 

year, are you asking them to comment on 

the former management or on their own 

management over the past year? 

MR. SPENARD: 

Let's bifurcate it into two sections. 

That's fine, that's a clarification. 

Q Are you familiar with the past management of 

the Glennwood Hall Water and Sewer Divisions 

for, say, the past eight to ten years, or 

however long it has been in operation? 

MR. MOBERG: 

I am not, no. 

Q Okay. 

MS. DUNN: 

Only in reference to how it has related to things 

that we have had to deal with subsequently. 

Q Okay. Is it your opinion that there had been 

a lack of maintenance in prior years? 
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M S .  DUNN: 

I am t n xper in ha it would appear to 

me that inadequate maintenance had been performed. 

MR. MOBERG: 

I would also agree to that, since I got here in 

November, that it would appear as though what Jane 

Harmeling had indicated in her statement is 

absolutely true. 

Q And the fact that the maintenance had been 

inadequate has been one of the causes of higher 

costs for the operations of the water and sewer 

divisions; is that correct? 

MR. MOBERG: 

It is very difficult for me to answer that as 

correct because I can only look at the cost that 

it takes to complete the two primary concerns that 

we have to date and going-forward, and one of 

those being the quality of the water and the 

safety of the water is requiring this amount 

forward. 

Q M s .  Dunn? 

MS. DUNN: 

Well, I would have to concur. I mean, we have 

certainly--it is beyond my level of expertise to 
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determine to what extent this has been influenced 

by past. 

ongoing basis is certainly very, very expensive. 

I do know that main-aining it on an 

Q Well, Ms. Dunn, is it your opinion that the-- 

do you have an opinion concerning whether or 

not the maintenance that was performed in the 

past has any impact on the cost for this year 

and for the years to come? 

MS. DUNN: 

Again, I don't know. I don't know even what exact 

maintenance was performed in the past, and so it 

would be very difficult for me to respond to that. 

MR. MOBERG: 

Perhaps I could answer that question just a little 

better. 

Q That's okay, I directed the question to Ms. 

Dunn. And you relied upon the Commission to 

prepare the application; is that correct? 

MS. DUNN: 

Yes, I did. 

Q And you have submitted the application, basically, 

as the Commission Staff has proposed; is that 

correct? 
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MS. DUNN: 

That is orr t. 

Q And you have no objection to the 

that was submitted this morning, 

report; is that correct? 

MS. DUNN: 

I do not. 

MR. SPENARD: 

amendment 

the amended 

At this stage I have no further 

questions. 

HEARING OFFICER SHAPIRO: 

Mr. Conrad, do you have any questions of these 

witnesses? 

CROSS EXAMINATION 

BY MR. CONRAD: 

Q Do you have water meters at the restaurant, at the 

pro shop and at the swimming pool? 

MR. MOBERG: 

At this time we do not. 

Q Ms. Dunn, has--do these--any of these expense 

reflect your--the expense of your trips to-- 

back and forth from Texas? 
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MS. DUNN: 

To the xt nt th t here is an allocation for 

overhead there is a--there would be, which would 

be a part of the overall administrative staff, 

that would be reflected. 

MR. CONRAD: 

That’s all. 

HEARING OFFICER SHAPIRO: 

Mr. Goff? 

CROSS EXAMINATION 

BY MR. GOFF: 

Q Mr. Moberg, who is the--could you tell us the name 

of the certified operator of the water? 

MR. MOBERG: 

Well, right now it is Mike Turner of Control 

Technologies. 

Q So, Control Technologies is operating it and 

furnishing a certified operator? 

MR. MOBERG: 

That is correct; that is correct. 

Could you tell me how long has this water and 

sewer plant been in service? Do you know when it 

was placed in service, either you or Ms. Dunn? 

Q 
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MS. DUNN: 

Approximately 20--I believe it is 20 to 25 years 

old, but I don't know exactly. 

Q Is the--the overhead charge for the trips, 

are they included in this application that 

you have submitted? 

MS. DUNN: 

Only to the extent, I believe there is an 

allocation for overhead that is part of the 

overall administrative expenses. And if you will 

excuse me, I need to-- 

Q Okay, go ahead. 

MS. DUNN: 

Actually, I believe that is--there is not, as a 

matter of fact. That what we chose to do about 

that was to--we have some administrative--a very 

small amount of the--of an office worker has been 

charged but none of my expenses are included in 

that report. So, I correct myself from my 

previous testimony. 

Q How--let me ask another question concerning 

what you pre--a little--the reference to the 

meters that the restaurant, pool and pro 

shop, are those going to be placed there? 
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DUNN : 

They will be. They will be. 

And you--can you give us any time period in 

which that will be done? 

MOBERG: 

It will be done just sometime this spring, you 

know, we haven't placed that as an urgency at this 

point. 

Let me ask you, in regard to your service to 

the overall community, is service limited to 

only the residents of Glennwood Hall Park? 

DUNN : 

Yes, sir, it is. 

Is that by some provision in your rules or 

regulations or when you purchase a property 

in the park? Or is it just you don't serve 

anyone else except to Glennwood Hall? 

DUNN : 

We are not capable of serving anyone beyond that, 

at this point. But I don't--1 don't--1 do not 

know if it is specified in any particular 

regulation. 

MS. YUNKER: 

Mr. Goff, the tariff on file for the 
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water and the sewer division states that 

it is at Glennwood Hall Resort and 

Country Club, the services. 

MR. GOFF: 

All right. I have no further questions. 

HEARING OFFICER SHAPIRO: 

Let me ask one question. You stated that there is 

no meter at three separate facilities on the 

property, one was I believe the clubhouse and 

there were two others. Are they presently 

receiving water and, if so, how are they being 

billed? 

MS. DUNN: 

They are receiving water and we have taken the 

stand that every utility is entitled to a small 

portion that would fall under the unregulated 

aspect of its operation. And have, because of 

limited staffing and we really run a pretty bare 

bones operation, had decided that going through 

and billing ourselves and writing ourselves a 

check, because the expenses would obviously go in 

one side and the revenue on the other, that it 

would not--that it wasn't worth the time that it 

would take in order to do that. 
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HEARING OFFICER SHAPIRO: 

Okay. Ms. Yunker, LJ you have any redirect 

MS. YUNKER: 

Just one. 

REDIRECT EXAMINATION 

BY MS. YUNKER: 

Q Are either of you aware, do either of you know of 

any increases in the past to the rates charged to 

the residents of Glennwood Hall for either water 

or sewer? 

MS. DUNN: 

I am not aware of any. 

MR. MOBERG: 

I am not aware of any. 

Q To the best of your knowledge and 

information, this is the first rate increase 

proposed? 

MS. DUNN: 

To the best of my knowledge, that is true. 

MR. MOBERG: 

I would concur with that. 

MR. SPENARD: 

Nothing further at this time. 
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MR. CONRAD: 

It should b n ted th t the restaurant anc the 

golf course has been open to the public and public 

uses. 

HEARING OFFICER SHAPIRO: 

Well, this is the time to ask questions. Do you 

have any questions about this? You can ask that 

if you want to. You can ask if that is not a 

fact? 

RECROSS EXAMINATION 

BY MR. CONRAD: 

Q Has the golf course and the public--been made 

public and the restaurant? 

MR. MOBERG: 

Yes, it has. 

MR. CONRAD: 

Okay. 

MR. GOFF: 

I have one additional quick. 

RECROSS EXAMINATION 

BY MR. GOFF: 

Q The letter that you submitted from Control 
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MR. 

Q 
MR. 

MR. 

Q 

MR. 

Q 

MR. 

Q 

Technologies, does that cover both the water and 

the sewer operations? 

MOBERG : 

Just the water. 

Just the water? 

MOBERG : 

Yes. 

HEARING OFFICER SHAPIRO: 

Who operates the sewer system? 

MOBERG: 

We operate it currently with our present staff. 

Do you have anyone--is there a--who is 

operating the sewer system then? 

MOBERG : 

Well, we have two individuals on our staff that 

are operating it, and we are operating it in a 

ongoing teaching aspect to try to get 

certification to our employees to do that with the 

state water quality people. 

It is understood, then, at the present time there 

is not a certified operator there? 

MOBERG: 

That is correct, at this time there is not. 

And that you are working with the state on an 
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ongoing to get someone certified? 

MR. MOBERG: 

Yes, we are. 

MS. YUNKER: 

One follow up Mr. Shapiro. 

REDIRECT EXAMINATION 

BY MS. YUNKER: 

Q Water used on the golf course, is that water that 

comes through the water division’s system? 

MR. MOBERG: 

No, it isn‘t. It is a totally different system 

that is used for the irrigation for the golf 

course proper. 

MS. DUNN: 

If I may elaborate, we pay the Kentucky River 

Association for that water and it is taken--it is 

not our water at all, and it comes from--1 believe 

it comes from the river. 

HEARING OFFICER SHAPIRO: 

Is that all? Okay, thank you. 

other witnesses Ms. Yunker? 

MS. YUNKER: 

I’m sorry, no further witnesses. 
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HEARING OFFICER SHAPIRO: 

Mr. Spenard? 

MR. SPENARD: 

We have no witnesses, but we anticipate that the 

staff calling its witnesses that prepared the 

report. 

HEARING OFFICER SHAPIRO: 

Are you going to call the-- 

MR. GOFF: 

I hadn't planned on it, we had already submitted 

that. If you want to we will call them and make 

them subject to cross-examination. 

HEARING OFFICER SHAPIRO: 

Let's just call them if you want to. 

MR. SPENARD: 

Yes , okay. 
HEARING OFFICER SHAPIRO: 

Maybe Scott Lawless. 

MR. SPENARD: 

At this stage we call Mr. Lawless. 

HEARING OFFICER SHAPIRO: 

Mr. Lawless you are still under oath. 

A Yes , sir. 
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BY 

Q 
A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

The witness, JACK SCOTT LAWLESS, having been 

viously sworn, test fied as follows: 

DIRECT EXAMINATION 

MR. SPENARD: 

Good morning Mr. Lawless. 

Good morning. 

We will concentrate this morning on the water 

division, to begin with, and per Appendix A of the 

Staff Report, and I'm looking at the Amended Staff 

Report, -- 

Okay. 

--it's recommendation is an annual operating 

revenue amount of $97,135.30; is that 

correct? 

That is correct. 

Okay. And this level of expected annual 

operating revenue produces a net operating 

income of $11,000--excuse me $11,656.24; is 

that correct? 

That's correct. 

And that amount of net operating income 

represents approximately 45% of the test year 

operating revenues; is that correct? 

I'm sorry--for clarification, if you are 
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asking me if $11,656 is 47% of what I have 

listed as pro forma operating metered water 

sales of $26,758.00? 

Q That is what I’m asking. 

A Subject to check, I would agree with that. 

Q Okay. We are going to be doing some 

calculations this morning and--do you have a 

calculator? 

A I don‘t. 

Q Okay. Can the witness be supplied with a 

calculator? 

HEARING OFFICER SHAPIRO: 

You’ll have a calculator? 

MR. SPENARD: 

Sure, and if he wants to take the--it is 

just for the convenience of the witness. 

If he wants to take everything subject 

to check, that is fine. 

A That will be fine with me. 

Q Great. The original Staff Report--well, 

let’s take a look at your--on your Cost-of- 

Service Study which appears as Appendix D on 

your--for the Amended Report, you list an 

amount of depreciation expense at $1,778; is 
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that correct? 

A $1,778, is th 

Q Yes , sir. 
A 

Q 
A 

Q 

A 

Q 
A 

Q 
A 

t what you said? 

Yes, sir, that amount is listed as 

depreciation expense on Appendix D. 

Yes , sir. 
But if I could take this opportunity to 

clarify, my testimony with regard to Appendix 

D will--1 mean, is somewhat limited because I 

did not prepare that schedule. 

Okay. And did Mr. Kirtley prepare that 

schedule? 

Yes, sir, he did. 

Okay. 

For convenience sake, I would just point out 

that he used numbers that I provided to him 

to prepare this schedule. The numbers that I 

prepared to him would be on the top portion 

of the page in the first column that is 

listed as total. 

Okay. 

And those numbers, I believe, correspond to 

the amounts on Appendix A which I did 

prepare. 
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Q 
A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

Okay. 

Okay. A far as he allocations and things 

of that nature on Appendix D, that would be 

questions that I would have referred to Mr. 

Kirtley. 

So, for example you are not in a position to 

tell me why only 95% of that depreciation 

expense was allocated to the demand 

component? 

I am not. 

But you can--but you are in a position to 

indicate that it is your recommendation that 

the utility be provided with an operating 

ratio of $11,656? 

Yes, I am. 

And you base that on a Commission formula used for 

operating ratios of . 8 8 ?  

Yes , sir. 
And is it the case that when the utility as a 

user of water, uses water, that it actually 

isn’t complete offset because of the 

operating ratio? 

I think you will have to-- 

Okay. If the utility uses $100 worth of 
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water , 
some p 

the water that is 

rtion of profit; 

used will contain 

s that correct? 

That bill for $100 uses of water will 

create--will contain a portion of a profit 

margin that is to recoup that operating 

ratio; is that correct? 

A To a certain degree. If I may restate your 

question and maybe you will agree with me 

that if you are asking me if the utility 

provides water to itself, thus increasing its 

production, which thus increases the cost of 

that production, and when we tack on profit 

based on the expense and that is what will be 

billed, yes, there is an operating margin 

built into that cost of water, just like any 

other cost of water that is provided to any 

other customer. 

Q So, it is not as simple as saying that if 

they use water and pay for the water that 

they would write themselves a check back. 

There is an amount that would have to be 

reconciled for that operating ratio because 

they are a for profit enterprise? 

A Could you restate that for me? 
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Q Okay. The testimony, if I understood the 

testimony correctly and the testimony spe ks 

for itself, the position of the application 

is that they are a consumer of water and that 

they could write themselves a check for the 

incremental usage, but it wouldn’t have a 

zero--they are not simply paying for the cost 

of the water, a person who uses water for 

this is also going to be paying a portion for 

the margin? 

A Right. And as you stated, that is the 

company’s position. 

Q Okay. 

A But I do not believe that to be staff 

position. Staff has included an amount in 

its Staff Report as usage by divisions of 

Glennwood Hall other than water. 

Q Okay. And that is what you are talking about 

in the Amended Staff Report under Section B 

when you--when this report indicates it came 

to the staff‘s attention that water usage for 

certain club facilities such as the pool and 

clubhouse had been understated? Are you 

saying that that captured what you are 
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talking about? 

A I can testify th t th t number includes 

revenue to be collected or to be charged to 

other divisions of Glennwood Hall. The 

amounts of that charge was calculated by 

Brent Kirtley. 

Q Okay. Mr. Lawless, did you prepare the 

Appendix that actually contains the breakdown 

of the rates for the water division, and that 

would be Appendix E; did you prepare Appendix 

E or was that prepared by Mr. Kirtley? 

A Mr. Kirtley prepared Exhibit E. 

Q I’m going to ask you some questions 

concerning sewer operations at this stage. 

A Okay. 

Q And you may not be in a position to answer 

the questions and if you are not, well, 

simply refer me to Mr. Kirtley. Per page 11 

of the Staff Report there are a 185 sewer 

customers paying a flat rate of $ 4  a month; 

is that correct? 

A I’m sorry, what page were you referring to? 

Q Per page 11 of the initial Staff Report? 

A Yes, sir. 
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Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

And per page 15 of the Staff Report the sewer 

division rev-nue requirement has been 

determined to be $29,584.61; is that correct? 

That's correct. 

And if we look at Appendix B, the pro forma 

operating statement for the sewer division,-- 

Yes, sir. 

--this schedule reflects a test year 12 

months ended operating revenues in the amount 

of $8,880. And that is the figure of the 185 

customers paying $4 a month for 12 months; is 

that the calculation? 

Yes, sir. 

And the company seeks to increase revenue by 

$20,704.61 in order to produce expected 

annual revenue amount of $29,584.61; is that 

correct? And we are just going across the 

top of Appendix B. 

Yes, sir. 

Okay. And if we take the Appendix for-- 

Appendix F for the sewer division, it is the 

Staff's recommendation that a monthly bill of 

$13.50 be approved; is that correct? 

That's correct. 
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Q And if we take $13.50 and multiply it by 12 to 

annualize that, then multiply it by 185 customers, 

we actually get an amount of $29,970 rather than 

the $29,584.61; is that correct? 

A Yes, sir, that's correct. 

Q And if we use that amount, the actual net 

operating income under a $13.50 tariff is in 

excess of the operating income amount 

recommended on the Appendix B; is that 

correct? 

A That's correct. 

Q And at this stage is it--are you in a 

position to testify concerning whether or not 

the Appendix F should be revised such that 

the monthly bill recommended under Appendix F 

match the proposed rates and net operating 

income on Appendix B? 

A I'm not sure I understood what the question 

was after all that. I did not prepare 

Appendix F. If you are asking me-- 

Q That's fine. 

A Okay. 

Q And in a--you are aware that in other rate 

cases--I'm sorry. 
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A 

Q 

A 

Q 

A 

Q 
A 

Q 

A 

You're all right, go ahead. 

Because this is an investor ow ility, 

there is a desire to make sure that the 

utility gets a return on the investment; is 

this correct? 

On my behalf? 

They haven't--they have--I'm sorry. In an 

investor owned utility the investor owned 

utility is entitled to an opportunity to earn 

a return on the assets that they utilize to 

deliver the service; is that your 

understanding 

In certain utility situations that is 

possible, but in this situation that is not 

possible. 

But this is a for profit operation? 

This is a for profit operation, to my 

understanding. 

And under the law a for profit operation is 

entitled to an opportunity to earn a return 

on the assets that they place into service 

for public benefits; is that correct? Is 

that your understanding of the law? 

Well, I-- 
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Q 

A 

Q 
A 

Q 
A 

Q 

A 

If you can't answer the question, you can't 

answer the question. 

You know, I'm not an attorney. 

Sure, sure. 

You know, any opinion I give on the law 

would--1 don't know what kind of weight that 

would hold,-- 

I understand. 

--but I will testify that most utilities are 

in business to make a profit. 

And there was not a--what we would call a 

full-blown study of the equity requirement. 

You simply applied the Commission's operating 

ratio to determine that net operating income? 

That's correct. 

MR. SPENARD: 

Okay. And at this stage we have no 

questions, no further questions of this 

witness. But we would like to call Mr. 

Kirtley and if Mr. Kirtley refers us 

back to this witness we would like to 

have the opportunity, if need be, to 

call him but I think he has answered my 

questions. 
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HEARING OFFICER SHAPIRO: 

Ms. Yunker? 

MS. YUNKER: 

Is there an--to make things efficient, is this 

going to be the one time that Mr. Lawless is going 

to take the stand, I mean, so I should just go 

ahead and ask him anything? 

MR. SPENARD: 

I have no reason to anticipate that we would 

recall Mr. Lawless unless we are referred back to 

Mr. Lawless by Mr. Kirtley. 

MS. YUNKER: 

Right. But, I meant--1 guess I'm just saying that 

it is not as though he is going to be offered on 

direct by the staff later and I should wait to ask 

questions? 

HEARING OFFICER SHAPIRO: 

No, he won't be. 

MR. GOFF: 

No, he will not be. 

MS. YUNKER: 

Okay. 

HEARING OFFICER SHAPIRO: 

Wait a minute, I guess we need to go next to Mr. 
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Conrad. Mr. Conrad, do you have any questions of 

this witness? 

MR. CONRAD: 

No. 

HEARING OFFICER SHAPIRO: 

Now you can go. 

BY 

Q 

A 

Q 

A 

Q 
A 

Q 
A 

Q 
A 

Q 

CROSS EXAMINATION 

MS. YUNKER: 

The Staff Report indicates that there is a net 

operating loss for both the water and the sewer 

division; is that correct? 

That’s correct. 

And that’s true even with the amended 

numbers ? 

The amended present rate revenue or the-- 

Yes, exactly. 

Yes, ma‘am. 

Where do those negative dollars come from? 

I do not know. I would assume that they come 

from investors of ICH Corporation. 

But-- 

Either directly or indirectly. 

Some place from outside of the utility part 
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of the operations; is that correct? 

A That's correct. The utility operations are 

not recovering the revenue necessary to cover 

its costs. 

Q In both the audit that you did, before the 

application was filed, and in the Staff 

Report, is there any provision made so that 

the utilities or their corporate parent can 

recover monies that have been lost in the 

past? 

A No, ma'am. But if I could make one 

clarifying point, a lot of people have 

referred to my examination as an audit. If 

there is any technical auditors out there I 

will make the point that I did not perform an 

audit, I did not render an opinion on 

Glennwood Hall's financial statements of any 

such way. I did a rate analysis. 

Q Okay. You mentioned that it was often 

possible to provide for a reasonable return 

on assets or investment to investor owned 

utility, but it wasn't here. And in response 

to a question from the Attorney General, the 

rate division--that no full-blown rate of 
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return analysis was done. Is there a reason 

for that or is that just the typical 

procedure within our--is there a particular 

reason that that wasn't done? 

A Well, generally, the Commission has employed 

the methodology of operating ratio to 

determine the allowable net operating income 

for small utilities. And that it is an 

alternative procedure to determining a return 

on an investment because in these cases-- 

well, in any case, a return on investment 

would include a calculation of the weighted 

cost of capital and a recovery thereon. And 

in this particular instance, you know, the--1 

didn't actually go through and perform any 

calculations, but I would guess that their 

capital structure would be a negative number. 

So, how could I--even if I could determine an 

acceptable return on such an investment, what 

investment do I have to calculate that return 

on? That, in my opinion, is why the 

methodology of an operating ratio is used by 

this Commission. 

Q You stated that the amendment was to rectify 
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what your analysis was was an understatement 

of the water usage by the--1'11 call them the 

affiliated facilities. Is it--has it been 

the staff's position all along that usage by 

those facilities should be treated just like 

usage by any other non-affiliated customer? 

A I would defer that technical, you know, 

aspect of the question to Mr. Kirtley. 

MS. YUNKER: 

I have no further questions. Thank you. 

HEARING OFFICER SHAPIRO: 

Mr. Goff? 

MR. GOFF: 

Nothing, no questions. 

MR. SPENARD: 

We have no recross, no redirect. 

HEARING OFFICER SHAPIRO: 

Thank you Mr. Lawless. 

A Thank you. 

MR. SPENARD: 

At this stage we would call Mr. Kirtley to the 

stand. 

HEARING OFFICER SHAPIRO: 

Mr. Kirtley. 
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MR. SPENARD: 

And also ask that Mr. Kir 

calculator. 

MR. KIRTLEY: 

ley be provided w th a 

Am I allowed to make a comment before I'm on 

record? 

HEARING OFFICER SHAPIRO: 

That's fine. 

MR. KIRTLEY: 

If questioning is going to be regarding the cost 

of service study, you might want to ask Ms. Lee to 

join me, Carryn Lee, my supervisor. 

MR. SPENARD: 

And in terms to answer as we did previously in 

tandem. There is no objection as long as they are 

both sworn, I would also call Ms. Lee. 

HEARING OFFICER SHAPIRO: 

That might save some time. 

(TWO WITNESSES DULY SWORN) 

The witnesses, BRENT KIRTLEY and CARRYN LEE, 

having been duly sworn, testified as follows: 
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DIRECT EXAMINATION 

BY MR. SPENARD: 

Q Good morning Mr. Kirtley, good morning Ms. Lee. 

MS. LEE: 

Good morning. 

MR. KIRTLEY: 

Good morning. 

Q I'm going to start with the water division and-- 

HEARING OFFICER SHAPIRO: 

Let's identify the witnesses first, let 

them identify themselves. 

Q Okay. Mr. Kirtley, would you identify 

yourself? 

MR. KIRTLEY: 

Yes. Brent Kirtley, I am a member of Commission 

Staff . 
HEARING OFFICER SHAPIRO: 

What is your business address Mr. 

Kirtley? 

MR. KIRTLEY: 

Okay. It is 730 Schenkle Lane, Frankfort, 

Kentucky 40601. 

HEARING OFFICER SHAPIRO: 

And in what capacity are you employed by 
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the Commission? 

MR. KIRTLEY: 

I am a public utilities rate analyst. 

HEARING OFFICER SHAPIRO: 

Ms. Lee? 

MS. LEE: 

My name is Carryn Lee, I’m also employed by the 

Public Service Commission, my business address is 

730 Schenkel Lane, Frankfort. 

HEARING OFFICER SHAPIRO: 

In what capacity are you employed by the 

Commission? 

MS. LEE: 

I’m employed as a Rates and Tariffs Manager with 

the Commission. 

Q Mr. Kirtley, if I understood the previous 

testimony of Mr. Lawless, you are in a position to 

answer questions concerning the Cost-of-Service 

Study for the water division that appears as 

Appendix D, I‘m looking at the Appendix D from the 

Amended Staff Report; is that correct? 

MR. KIRTLEY: 

Yes, with some questions on the Cost-of-Service 

Study, as indicated, I might need to defer to Ms. 
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Lee. 

Q That's fine. Let's take a look at 

depreciation expense and on Appendix D the 

depreciation expense is $1,778. And that has 

been allocated 95% to demand and 5% to 

customers; is that correct? 

MR. KIRTLEY: 

Is your question directed for me? 

Q Yes, sir. 

MR. KIRTLEY: 

Okay. I do believe that is correct, but I will 

again defer on the Cost-of-Service Study to Ms. 

Lee. But that is what is indicated there on the-- 

Q Okay. Well, Ms. Lee, this amount of 

depreciation traces back to page 11 of the 

Staff Report, specifically, under the 

discussion of depreciation, test year 

depreciation was adjusted to reflect a full 

years depreciation of a water pump; is that 

correct? 

MS. LEE: 

That's correct. 

Q And why is only 95% of this expense allocated 

to the demand component in the Cost-of- 
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Service Study? 

MS. LEE: 

Generally, when we prepare a Cost-of-Service 

Study, we have a complete breakdown of 

depreciation and, so, we can--it is easy to 

determine a percentage. We didn’t have a complete 

breakdown in this case and, so, what I did was 

just use 95 and 5% based on my experience with 

other--in preparing other studies. 

Q Okay. Would it be unreasonable or arbitrary 

to allocate 100% of the depreciation expense 

to demand component, in your opinion, Ms. 

Lee? 

MS. LEE: 

I think there would be some depreciation expense 

to the customers. There is depreciation on meters 

and there is going to be depreciation on service 

lines and, s o ,  I--there is going to be a small 

percentage to the customer. 

Q Okay, in this particular instance for this 

particular amount, $1,778, that is for the 

cost of this water pump; is that correct? 

MS. LEE: 

Yes, it is. 
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Q And there are no other meters or there is no 

other equipment discussed in the deprecia-ion 

expense; is that correct? 

MS. LEE: 

That is correct. 

Q But it still would be your opinion to 

allocate 95% to the demand component? 

MS. LEE: 

In this case I certainly wouldn't have a problem 

since that is where the cost of a pump to allocate 

a 100% to the demand. What that would--the impact 

of that would be to lower the minimum bill a very 

small amount. 

Q Approximately two cents or so? 

MS. LEE: 

Two or three cents, and it would increase the per 

thousand gallons for the, you know, usage. 

Q Okay. Ms. Lee, if we were to reduce the operating 

ratio, the impact of that reduction would be to 

reduce the amount of total operation and 

maintenance expense; is that correct? I'm looking 

at the operation--operating ratio that appears in 

the upper portion, $11,656? 
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MS. LEE:  

Yes, i, would. 

Q And currently the operating ratio is split 

equally between the demand component and the 

customer component; is that correct? 

MR. LEE:  

That's correct. 

Q And if we were to reduce this, the net impact--or, 

at least, let's look at the upper portion of this 

Cost-of-Service Study. If we were to reduce the 

amount of the operating ratio and split that 

reduction equally between customer demand to keep 

the operating ratio to be split evenly between 

customer demand 50/50, it would lower the subtotal 

of $88,243; is that correct, on a dollar for 

dollar basis? 

MS. LEE:  

Yes, sir; yes, sir, it would. 

Q And the--another thing that would result is 

it could potentially impact the allocation 

percentages between the demand and customer 

amounts for those other expenses that are 

listed, such as licenses and fees, 

professional fees, supplies, telephone. If 
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we changed the operating ratio we might 

change the allocation percentage as well? 

LEE : 

It might, yes, sir. 

Okay. Under the assumption in this case that 

we were to reduce the operating ratio by half 

to $2,000--excuse me, by half to $5,828, that 

would result in $2,914 being split equally 

between demand and customers; is that 

correct? 

LEE : 

That's correct. 

And rather than having $55,768 for the demand 

component subtotal, we would have $52,854; is 

that correct? 

LEE : 

I'll accept that. 

Okay. And for the customer's subtotal, 

rather than having $14,867, we would have 

$11,953; is that correct? 

LEE : 

I'll accept that. 

And I will apologize at this stage because we had 

made exhibits to reflect this prior to knowing 
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that 

all0 

there had been an amended filing. The 

ation percentage is based on adding toge-her 

the demand subtotal and the customer subtotal and 

finding out what percentage of that total each of 

those factors represents; is that correct? 

MS. LEE: 

Yes, sir, it is. 

Q And in this instance would you accept, 

subject to check, that if we were under the 

scenario that the operating ratio was reduced 

by half, the new allocation percentage would 

be 81.56% for demand and the new allocation 

percentage for customer would be 18.44%? 

MS. LEE: 

Yes, sir, I'll accept that. 

Q And the result would be that subtotal for each of 

those categories would change? 

MS. LEE: 

Yes. 

Q Is that correct? And when the customer--when the 

customer component is reduced, one of the results 

of the reduction of that customer component being 

reduced is the minimum bill will be reduced? 
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MS. LEE:  

That's c rrect. 

Q Okay. And when I'm looking at the actual usage, 

the breakdown on your Cost-of-Service on the 

bottom portion of the page,-- 

MS. LEE:  

Yes. 

Q --the way that the weighted usage is 

determined is that you take the actual usage 

and then add to it one-half of the first 

block, one-half of the 2,00O--excuse me, one- 

half for the first 2,000 actual usage and 

then one-quarter of the actual usage for the 

next 8,000 gallons; is that correct? 

MS. LEE:  

That's correct. 

Q Okay. And from there you derive your 

weightings for the--for assigning the 

commodity and the demand components to these 

different blocks; is that correct? 

MS. LEE: 

That's correct. 

Q Okay. When we look at the proposed rate 

schedule we see, under the first 2,000 
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gallons, it is currently recommended that 

$19.50 be collected as a minimum bill; is 

that correct? 

MS. LEE: 

That's correct. 

Q And if we take a change to the depreciation 

expense, the reduction--it would change the 

allocation of those depreciation expenses to 

100% to the demand component, that would 

lower that proposed rate schedule, that 

proposed minimum bill a very small amount, 

but it would approximately two cents or so? 

MS. LEE: 

I would accept that. 

Q And then that potentially could have a small 

change to the next two blocks, just very 

minor, one cent, because you are shifting,-- 

MS. LEE: 

Shifting the cost. 

Q --you are shifting the cost. And if we were 

to lower, under the scenario, we would lower 

the operating ratio, there would also be a-- 

there would be a reduction for that minimum 

bill, and there would also be a shifting of 
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cost, you would have to revise--a person 

would have to revise all three bl cks in 

order to reflect a change in lowering the net 

operating income? 

MS. LEE:  

If you lower the operating ratio, then you would 

decrease the minimum bill and decrease the rates 

per thousand gallons. 

Q Okay. The most dramatic change, or I 

shouldn't say dramatic, the--in terms of 

significance, it would be on that first block 

of usage, a significant reduction in the net 

operating income will have the most 

significant impact on that first block of 

usage because that is where every customer is 

going to pay in that first block? 

MS. LEE: 

That's correct. 

Q Okay, all right. We are going to switch to 

sewer for a moment. The page 15 of the Staff 

Report reflects that the revenue requirement 

for sewer has been determined to be 

$29,584.61; is that correct? 
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MR. KIRTLEY: 

Yes. 

Q And on Appendix B of the initial Staff Report it 

reflects that this amount of income will produce 

net operating income of $3,550.15; is that 

correct? 

MR. KIRTLEY: 

Yes. 

Q Okay. And if we look at the Appendix F for 

sewer operations we see a $13.50 monthly bill 

and, as indicated previously, if we take 

$13.50, we annualize that by multiplying it 

by 12, we take 185 customers and multiply 

that, we actually get an amount that is 

$29,970; is that correct? 

MR. KIRTLEY: 

Yes, it is. 

Q And when we compare the $29,970 that appears 

on Appendix F by multiplying out that $13.50, 

that is actually greater than the pro forma 

operating--operations proposed rates that 

appears on Appendix B; is that correct? 

MR. KIRTLEY: 

Yes, it is. 
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Q And as the Staff Report currently indicates 

that the required operating revenues should 

generate, in fact, if we look at page 15 it 

states in the second paragraph under Section 

D, "The recommended rates in Appendix F will 

generate the required operating revenue from 

sewer rates of $29,584.61;" is that what the 

Staff Report states? 

MR. KIRTLEY: 

That is what is in the staff report. 

Q And if the amount in Appendix F of $13.50 is 

used, the utility will actually collect in 

excess of the amount listed in the Staff 

correct? Report; is 

MR. KIRTLEY: 

that 

I believe ,hat s correct. 

Q And at this stage would it be correct that if we 

take $29,584.61, we divide that by the 185 

customers, and then we further divide that by 12 

to get a monthly bill, that the recommended rate 

to raise the revenues in the Staff Report is a 

monthly bill of $13.33? 

MR. KIRTLEY: 

That is correct. 
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Q And at this stage I'm going to hand out what I'm 

going to mark as Attorney General's Exhibit 1. A, 

this stage is it your testimony that the 

recommended rates should be adjusted on Appendix F 

from $13.50 to $13.33 to make sure that the 

amounts listed in the Staff Report match that to 

be collected through the rates? 

MR. KIRTLEY: 

Yes, that is correct. 

HEARING OFFICER SHAPIRO: 

Let me see if I follow what you just 

said, Mr. Kirtley. 

MR. SPENARD: 

Yes, sir. 

HEARING OFFICER SHAPIRO: 

It is your recommendation then that the 

Amended Staff Report--that the original 

Staff Report be amended to reduce the 

recommended rate from $13.50 per month 

for sewer service to $13.33? 

MR. KIRTLEY: 

Yes, sir. 

Q And at this stage I'm going to ask you to 

look at Appendix B for the sewer division 
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this is the--we are back to the pro forma 

operating statement. And under Appendix B there 

is a net operating income recommended by the Staff 

Report of $3,550.15; is that correct? 

MR. KIRTLEY: 

Yes. 

Q And under the scenario where the net operating 

income is reduced in half, the net operating 

income, under that scenario, net operating income 

would be reduced to $1,775.08; is that correct, 

approximately? 

MR. KIRTLEY: 

I'll accept that, subject to check. 

Q Okay. And the result is, for such a 

reduction, that there would be--there would 

be some changes to the actual--when the net 

operating income is reduced, the operating 

revenues would also be reduced. Instead of 

$29,584.61, there would be a reduction in the 

amount of operating revenues required if 

there is a reduction of the net operating 

income required; is that correct? 

MR. KIRTLEY: 

Yes, I believe so. 
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1 Q  Okay. And under that scenario we would 

2 actually reduce the rates from $29,584.61 on 

3 the pro forma operation proposed rates, 

4 again, this is under a hypothetical, to 

5 $27,809.54; is that correct? Holding all of 

6 the other--holding all of the other items on 

7 Appendix B constant and just changing net 

8 operating income? 

9 MR. KIRTLEY: 

10 What was your number again? 

11 Q The first number was we would change from the 

12 current number of $29,584.61 to $27,809.54? 

13 MR. KIRTLEY: 

14 I would accept that, subject to check, I believe 

15 that is correct. 

16 Q And if we take $27,809.54, we divide that by 

17 185 customers, and further divide that by 12 

18 months, under that scenario, the resulting 

19 rate would be $12.53 per month; is that 

20 correct? 

21 MR. KIRTLEY: 

22 Subject to check, I do believe that is--that to be 

23 so. 

24 Q And I'm going to, at this stage, distribute 

0 
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an exhibit to the parties, I would like it to 

be labeled AG Exhibit 2 and it is captioned 

Appendix F, Staff Report, Case Number 97-516, 

Recommended Rates Sewer Division (Attorney 

General's Position). And, again, I want to 

go back and indicate that this is a scenario 

that we are discussing that if net operating 

income is changed and reduced that this would 

be the amount, the $12.53, would be the 

amount that would be reflected to generate 

the revenues on a revised Appendix B; is that 

correct? 

MR. KIRTLEY: 

Again, I preface by saying subject to check, yes, 

I do believe that to be true. 

HEARING OFFICER SHAPIRO: 

Well, what figure would you be reducing 

on Exhibit--on Appendix B? 

MR. SPENARD: 

The Appendix B net operating income 

would be reduced from $3,550.15 to 

$1,775.08 to reflect a reduction by one- 

half of the net operating income that 

has been recommended in the Staff's 
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report for the sewer division. 

MR. GOFF: 

Are you asking hypothetical questions? 

MR. SPENARD: 

I'm asking this hypothetical. 

HEARING OFFICER SHAPIRO: 

Now, where did you get--how did you come 

up with the $3,000 figure? 

MR. SPENARD: 

The $3,550.15 figure is the amount that 

has been recommended in the Staff Report 

for the net operating income for the 

sewer division and that-- 

HEARING OFFICER SHAPIRO: 

And that is not shown on exhibit or 

Appendix B is it? 

MR. SPENARD: 

That is shown on Appendix B to the Staff 

Report. 

HEARING OFFICER SHAPIRO: 

Three thousand some dollars? 

MR. SPENARD: 

$3,550.15. 
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MR. SPENARD: 

The basis for reducing his is that we 

have had testimony in this case that 

the--we currently do not have meters on 

some of the facilities. There was 

testimony in the direct, and the 

testimony speaks for itself, that there 

is some notion that some of the water 

that is being utilized is considered a 

benefit of being an operator. We had 

testimony on direct that this is a 

number that has been traditionally--or 

this operating ratio is a mechanism 

traditionally used by the Commission. 

But at this stage we believe that there 

is some factors that would warrant a 

deviation from using a straight-forward 

application of this operating ratio. 

One, these costs are based upon 

expenses. We are looking at what is 

going-forward. When you look at the 

test year we are looking at cost that 

are unreasonably high. And it would be 

our position that if we reduce the net 
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operating income, that would give the 

utility incentive to manage ts 

operations for a better opportunity to 

earn. It is our position that the test 

year amounts are simply unreasonably 

high and unreliable in that some of 

this--some of the water sales aren't 

even metered at this stage. 

HEARING OFFICER SHAPIRO: 

Well, as I understood the operating 

ratio of 8 8 % ,  that was to--that was used 

instead of a--trying to determine what a 

reasonable rate of return would be on 

the capital assets; isn't that correct? 

In other words, no one here in making 

this staff report, making these 

recommendations, there hasn't nothing-- 

there has been no account made of what 

the assets of this utility are; is that 

right? The value of the capital assets 

I should say? 

MR. KIRTLEY: 

That ratio was not calculated by myself and I 

would really defer to Mr. Lawless to comment on 
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how that is done. 

HEARING OFFICER SHAPIR,: 

Okay. 

MS. YUNKER: 

Mr. Lawless indicated that he felt that 

given the operating losses over time 

that the net capital on the books would 

be negative-- 

HEARING OFFICER SHAPIRO: 

Right. 

MS. YUNKER: 

--in this case, and applying a 

percentage, return on equity to a 

negative-- 

HEARING OFFICER SHAPIRO: 

But the 8 8 %  was used as a method of 

determining what the rate of return 

should be, wasn't it? 

MR. SPENARD: 

On a forward-looking basis, that is 

correct. The Staff Report in this case 

does not recommend--if we take the Staff 

Report as amended, the Staff Report does 

not recommend losses in the future. The 
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recommends that 

be covering ,he cost of serv 

they will 

ce, but at 

this stage it is our contention not that 

they--we obviously think that they 

should recover their cost of service. 

At this stage what we are looking at is 

their opportunity to earn, and we 

believe that the evidence in this case 

warrants a deviation from the operating 

ratio, that .88 figure that is 

traditionally used by the Commission. 

And whether or not the objection, in my 

opinion, goes to weight not sufficiently 

or the argument of whether it should be 

employed, not whether we have the right 

to make that suggestion. 

HEARING OFFICER SHAPIRO: 

Well, of course, you have the right to 

make any suggestion that the evidence 

supports. 

MR. SPENARD: 

That’s correct. 

HEARING OFFICER SHAPIRO: 

But I understood you to say earlier that 

- 87 - 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

one of your objections to the proposed 

rates is that they are based upon 

expenses that are overstated? 

MR. SPENARD: 

That's correct. 

HEARING OFFICER SHAPIRO: 

And now what you are--1 think what you 

are saying to us here at this point is 

that the evidence is that there are 

additional--there is additional income 

so, in essence, it is not the--it is 

additional income that should be taken 

into account, that being the income that 

would be attributable to the use of the 

water in these other facilities. 

MR. SPENARD: 

Actually, it is both. In terms of the 

maintenance in the past--in the past for 

this utility under--it is not a matter 

of fault, but under prior ownership the 

maintenance-- 

HEARING OFFICER SHAPIRO: 

Are you saying there is two--the rates 

are higher than they should be because 
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overstated and the 

income is unders-ated? 

MR. SPENARD: 

That's correct. And on a going-forward 

basis what we are looking at is giving 

the utility an opportunity to earn its 

return. And at this stage the use of 

the point--it is our position that the 

use of the point, the straight-forward 

application of that .88 ratio would 

permit the utility to garner an amount 

in excess of what it is otherwise 

entitled to earn. So, we are asking for 

an adjustment to that Commission ratio. 

HEARING OFFICER SHAPIRO: 

So, that's--again, we are getting into 

argument here more than we are-- 

MR. SPENARD: 

Sure. 

HEARING OFFICER SHAPIRO: 

--evidence. And--but I'm just trying to 

see where the evidence is leading or 

where you say it is leading, of course, 

where I'm sure other people will say it 
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is not. That's the nature of these 

things. 

MR. SPENARD: 

Well, I'm-- 

HEARING OFFICER SHAPIRO: 

That's fine, I'm just trying to clarify, 

I just want to see where we are going 

here. 

MR. SPENARD: 

Okay. 

HEARING OFFICER SHAPIRO: 

Is there an objection? 

MS. YUNKER: 

To the entry of this exhibit, is that 

what is--what the question is? 

HEARING OFFICER SHAPIRO: 

Any objection anywhere. 

MS. YUNKER: 

I mean, as I understand it the exhibit 

states that it is the Attorney General's 

position, the lack of a basis f o r  that 

position is I don't think a reason to 

object to its entry. 
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HEARING OFFICER SHAPIRO: 

Well, I think to object--the exhibit is 

just another--is more argumentative than 

anything. I think it's conclusion that 

you reached based upon what the 

evidence--you think the evidence shows. 

MR. SPENARD: 

And that's why we specifically indicated 

that this was a scenario and have not 

asked the staff to adopt our position 

and indicated on the exhibit that it is 

the Attorney General's position which is 

different from the prior--the prior 

revision where the staff has accepted 

that an adjustment is needed from $13.50 

to $13.33. So, we--1 believe that we 

are being clear on the fact that this is 

our position rather than a request for 

the staff to adopt our position. At 

this stage what we are doing is we are 

instructing the Commission as to our 

position, not trying to correct the 

staff's position. 
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HEARING OFFICER SHAPIRO: 

Well, I’m going to le it come in for 

that purpose. It just simply says that 

this is what the Attorney General thinks 

that it ought to be. I‘m not sure that 

it is a proper exhibit in the sense that 

it is evidence. It is more in the way 

of argument but I’ll let it in for that 

purpose. 

MR. SPENARD: 

Okay. 

HEARING OFFICER SHAPIRO: 

That was Exhibit 2, has Exhibit 1 been 

moved into evidence? 

MR. SPENARD: 

I have not moved either exhibit into 

evidence and was going to do so at the 

close of the question, but at this 

stage, for simplicity, I would move that 

both AG Exhibit 1 and AG Exhibit 2 be 

entered into the record. 

HEARING OFFICER SHAPIRO: 

Any objection? 
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MR. YUNKER: 

I'm of the understanding that the staff 

has now adopted AG Exhibit 1 as a 

revision to Appendix F? 

HEARING OFFICER SHAPIRO: 

Well, I think the evidence is that it is 

simply a mathematical calculation. 

MR. YUNKER: 

No, this is Exhibit 1, which is-- 

HEARING OFFICER SHAPIRO: 

Exhibit 1 was just a mathematical 

calculation. 

MS. YUNKER: 

Right, but I guess the way that it is-- 

what's reflected on it is that it 

actually makes it--it purports to show 

the Staff Report recommended rates as 

revised. 

HEARING OFFICER SHAPIRO: 

Well, the way I understood the 

testimony, essentially, it was a 

mathematical computation which was 

derived at by dividing one number by 

another number and coming up with this 
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$12 or 13--what was it? 

MR. GOFF: 

$13.33. 

HEARING OFFICER SHAPIRO: 

$13.33, and I never did understand why, 

fully, how that--how the $13.50 was 

derived, apparently based on the same 

figures. But that's--but we will let it 

go at that, I guess. 

MR. SPENARD: 

Well, before-- 

HEARING OFFICER SHAPIRO: 

That may be in the evidence and we will 

have an opportunity to review the record 

once, you know, when we review the 

record in light of what you direct us 

to, either in your closing statement, or 

in the event you all have decided to 

file briefs, then in briefs. 

(EXHIBITS SO MARKED: AG Exhibits Numbered 1 & 2 )  

Q Well, I want to clear up a few points on this. 

First, let's go to the Attorney General Exhibit 1. 

And this was the $13.33 exhibit. I'm not aware 

that there is any testimony in the record on how 
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the staff arrived at $13.50, so at this stage I'll 

ask can either witness testify why the $13.50 

amount was used? 

MR. KIRTLEY: 

If you will refer to not the Amended Staff Report, 

the original Staff Report--no, I'm sorry, the 

application. Excuse me, I need just a moment to 

get everything together. 

Q Okay. 

MR. KIRTLEY: 

Okay. I am looking at Attachment A of the 

original sewer division application, it is about 

four pages from the back. 

Q Okay. 

MR. KIRTLEY: 

And I'm also looking at Appendix B of the Staff 

Report. 

Q Okay. 

MR. KIRTLEY: 

If you will refer to repairs and maintenance in 

the adjustment column, entry C on the application, 

and it is not lettered in the Staff Report, there 

is a difference in those two numbers. 

Q Okay. 
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MR. KIRTLEY: 

That was n adjustment that was made, not by 

myself, but it was an adjustment made to reduce 

that down between--from information that was 

gotten between the time of the application was 

filed and the time that the Staff Report. Now, if 

you use the numbers from the application, the 

$13.50 calculates out right to the penny. 

Inadvertently, that new number, when the Staff 

Report went out that adjustment had not gotten 

into the figure used to calculate the bill for the 

sewer. I was aware of that situation when we came 

down this morning and was prepared to bring that 

UP 

Q Okay. 

MR. KIRTLEY: 

$13.33 was--is what should be--is the staff's 

recommended sewer rate. 

Q Okay. So, that explains where the $13.50 is 

from and it is--if I understand the testimony 

correctly, the staff has accepted a revision 

and to accurately reflect the revenues for 

the Staff Report, the $13.33 amount per month 

would be the amount for the sewer division? 
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MR. KIRTLEY: 

That is correct. 

Q And then for further clarification, it is 

understood that the questions that have 

previously been asked about Attorney General 

Exhibit 2 have been hypothetical; is that 

correct? 

MR. KIRTLEY: 

Purely hypothetical, that is correct. 

Q Okay. And that is not--you have not been 

requested to adopt that position; is that correct? 

MR. KIRTLEY: 

No, I have not. 

MR. SPENARD: 

Okay. And one moment please. At this 

stage we have no further questions. 

MR. CONRAD: 

Yes. 

CROSS EXAMINATION 

BY MR. CONRAD: 

Q I'd like to ask the witness what assurances do we 

have that the ICH's records and expenses on the 

application are, in fact, true? Did anyone audit? 
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MR. KIRTLEY: 

I personal-y did not perform an audit of the 

expense side, but I took a look at where the 

billing records, that is the portion that I was 

responsible for and, yes, I did take a look at 

those. I don't know if audit is the correct word 

but a review of the billing records for the test 

period. 

Q So, we really don't have any assurance that all of 

these figures are right? 

MR. KIRTLEY: 

Well, you know, the billing records, as far as I'm 

concerned, I'm comfortable with the numbers that I 

have prepared, yes. 

MR. CONRAD: 

That's all. 

HEARING OFFICER SHAPIRO: 

Mr. Goff? 

CROSS EXAMINATION 

BY MR. GOFF: 

Q Mr. Kirtley, did--is the usage revenue for the 

country club swimming pool, pro shop included in 

your proposed rates? 
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MR. KIRTLEY: 

Yes, if I a r fer to the Amended Staff Report, 

there has been some concern regarding the 

unmetered usage. And I just want to make clear 

that under operating revenues under Section B, 

amendments to staff recommendations, that the 

increase in usage that was made in the amendments 

was due to the usage for the clubhouse restaurant 

and swimming facilities at Glennwood Hall. 

MR. GOFF: 

Nothing further. 

HEARING OFFICER SHAPIRO: 

Let me just ask you, where is that reflected in 

Appendix A? 

MR. KIRTLEY: 

If you look at the operating revenues, the first 

section up on the left hand side, the first number 

at the top of Appendix A.  

HEARING OFFICER SHAPIRO: 

That's where you increased it from $25,398.76 to 

$26,758.87? 

MR. KIRTLEY: 

Yes, sir. 
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HEARING OFFICER SHAPIRO: 

And how did you determine that--okay, let me--and 

you say that decrease is attributable to the 

unmetered use-- 

MR. KIRTLEY: 

Yes. 

HEARING OFFICER SHAPIRO: 

--of those three facilities? 

MR. KIRTLEY: 

Yes. 

HEARING OFFICER SHAPIRO: 

How did you determine the amount that--of the 

increase? 

MR. KIRTLEY: 

As it shows there that a different test period for 

these usages was included in here to reflect that 

usage. As has been indicated here, that that 

water for those facilities was not being metered. 

However, there were earlier billing records 

available that indicated usages for that. And 

that was a period from January--excuse me, 

February of '96 through January of '97, and I went 

back in our calculations in the billing analysis, 

which is used to do the Cost-of-Service Study, and 
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added that usage in which increased revenues which 

in turn reduced the rates, which is why the 

Amended Staff Report was put out showing that 

usage was included in our calculations and that it 

had in turn reduced the recommended rates. 

HEARING OFFICER SHAPIRO: 

Well, what is--was that actual usage taken from 

the time the facilities were metered? 

MR. KIRTLEY: 

I'm assuming so because I have meter readings. I 

mean, I don't just have usages, I actually have a 

meter reading that goes from month to month which 

I have taken a--the difference between January to 

February and calculated February's usage and gone 

through and added that into my billing analysis. 

HEARING OFFICER SHAPIRO: 

Ms. Yunker? 

CROSS EXAMINATION 

BY MS. YUNKER: 

Q This is a question that was referred to by Mr. 

Lawless. But the inclusion then of virtual 

revenues, if you will, for the period for that 

unmetered water usage was so as to treat that non- 
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utility part of Glennwood Hall as would be treated 

any other customer? 

MR. KIRTLEY: 

That is true. 

Q So, this puts--this would put them on the same 

basis and the proposed rates it is proposed that 

they be on the same basis as any other customer; 

is that correct? 

MR. KIRTLEY: 

That is correct. 

Q With respect to the testimony, Ms. Lee, that 

you went through, much of it hypothetical, 

about the Cost-of-Service Study on the water 

division. As I understood it, the general 

effect of the what ifs, what ifs, what ifs, 

that the Attorney General's representative 

took you through, would have been to for--for 

a same revenue requirement, or equivalent 

revenue requirement, would decrease the 

minimum bill and increase the beyond minimum 

usage charges; is that correct? 

MS. LEE: 

That's correct. It would also increase the--it 

would decrease the minimum but not as much as you 
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might think, because there is 2,000 gallons 

included in the minimum. And, so, anything that 

reduces the customer charge would reduce the 

customer charge portion of the minimum but you 

still have to pay for the 2,000 gallons that is 

included. 

Q So, depending on the particular usage profile 

of a resident, there might be no change, 

there might be an increase, there might be a 

decrease to their monthly bills; is that 

correct? 

MS. LEE: 

That's correct. Someone that used--this is 

hypothetical because I haven't run the numbers but 

someone that used four or five thousand gallons 

might very likely see a slight increase by 

reducing the customer charge or the minimum. 

Q Okay. Keeping in mind now customer A and 

customer B, each uses--1 don't know what a 

normal figure is, but we will just say 2,000 

gallons for every day that they are living 

there, but one--but customer resident B is 

only a weekend resident, this is a weekend 

house for them, so they are there maybe three 
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or four weekends of the month. Would there-- 

a reduction of the minimum bill relative to 

those higher usage charges, would it help 

that weekend resident more? Would they get a 

benefit from that shift relative to the day 

in, day out resident using 2,000 gallons a 

day that they are there? 

MS. LEE: 

For a month, 2000 a month? 

Q Yes, no, 2,000 actually a day, I realize that is 

high, but--1'11 call it a 1,000 gallons a day. 

MS. LEE: 

Certainly people that didn't use any water, or 

used just the minimum, would receive a slight 

decrease. And those customers that used a great 

deal of water would receive an increase. 

Q So, the--what you are being taken through, at 

least as far as changing the percentages as 

between customer demand and commodity, what that 

does is lead to how the revenues are collected 

from what part of the billing structure rather 

than changing the revenue requirement; is that 

correct? 
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MS. LEE: 

That's correct. 

MR. SPENARD: 

I do have a few questions just to clarify. 

REDIRECT EXAMINATION 

BY MR. SPENARD: 

Q Ms. Lee, when we discussed the, for instance, 

depreciation expense, we were keeping the--we were 

simply discussing an allocation, we were keeping 

the revenue required and the revenue to be 

collected through rates the same. 

talking about allocation in that case. And then 

in another instance we were talking about what 

would happen if there was an adjustment made to 

reduce the amount of revenues to be collected; is 

that correct? 

We were simply 

MS. LEE: 

For the operating ratio? 

Q Yes, ma'am. 

MS. LEE: 

Yes. 

MR. SPENARD: 

That's all I have. 
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RECROSS EXAMINATION 

BY MR. CONRAD 

Q I'm concerned about the usage of water for the pro 

shop commodes and the drinking fountains 

throughout the golf course. Were all of these 

taken into consideration when they were talking 

about what they used and what we used as 

residents, the washing of golf carts and the 

general manager's home? These are things that 

were used and we wonder if they were considered? 

MR. KIRTLEY: 

The meter readings that I had, and there could be 

some minor usage out there that I have not 

accounted for, but the major usage is of the pool 

and the restaurant are nearly--well, I've got--1 

added in the pool, it is 5 5 8 , 9 8 0  gallons. That is 

a very significant amount for the pool. And the 

restaurant was also, you know, the 276,000 

gallons. Those are fairly significant adjustments 

that I had, was able to come up with using a prior 

time frame meter readings for those times. I did 

not have meter readings for water that might be 

used to wash a golf cart, no, sir, I would not 

have--1 would not have that. But that would be 
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MR. 

MS. 

Q 

MS. 

Q 
MS. 

Q 
MS. 

Q 

minor in comparison to the larger facilities. 

LEE : 

We did also have usage for the pro shop. 

KIRTLEY: 

Yes. 

LEE : 

That is included in our record. 

But it included these commodes and everything else 

like that? 

LEE : 

It was in the pro shop, yes, sir. 

But nothing on the golf course? 

LEE : 

It is my understanding that on the golf course the 

water is untreated. Water used on the golf 

course-- 

The drinking water? 

LEE : 

Oh, well, not the drinking water. It should--the 

drinking water for the golf course should be in 

there because it should go through one of the 

meters, either at the club or the pro shop. 

They don't have meters. 
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MS. LEE: 

We1 , they read the meters last year and we usec 
the usage for last year so it would have been in 

there. 

Q They had meters last year? 

MS. LEE: 

'96. 

Q That's the first I've ever heard of that. 

MR. KIRTLEY: 

I've got meter readings starting--a beginning 

meter reading in January of '96. Now, those meter 

readings do not continue into '97. 

Q Really, everything that concerned with the 

pro shop, the golf course drinking water and 

the restaurant and the swimming pool are all 

estimates? Because there are no accurate 

ways of measuring? 

MR. KIRTLEY: 

I took it that these were not estimates. I have-- 

Q That's what I was afraid of. 

MR. KIRTLEY: 

Like I said, I looked at meter readings. 

Q Now, I've got one more question. Is the two-man 

maintenance crews salary paid for by the residents 

- 108 - 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

!4 

maintenance figures? 

MR. KIRTLEY: 

Sir, that is an expense I would not be able to 

testify as far as an answer to that question. 

MR. CONRAD: 

That's all. 

MR. GOFF: 

No questions. 

HEARING OFFICER SHAP RO: 

Thank you. Let's take about ten minutes. 

MR. SPENARD: 

For convenience, we have no further questions of 

those and no more witnesses to call. 

(OFF THE RECORD) 

HEARING OFFICER SHAPIRO: 

Back on the record. Mr. Conrad, would you like to 

give some--do you have any witnesses that you 

would like to call? 

MR. CONRAD: 

Just a moment. 

HEARING OFFICER SHAPIRO: 

Mr. Conrad, let me ask you, do you have any 

witnesses that you wish to call at this time? 
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MR. CONRAD: 

Negative. 

HEARING OFFICER SHAPIRO: 

Okay. 

time under oath? 

Do you wish to make a statement at this 

MR. CONRAD: 

Well-- 

HEARING OFFICER SHAPIRO: 

Just tell me yes or no. 

MR. CONRAD: 

Yes. 

HEARING OFFICER SHAPIRO: 

Okay. Why don't you come around here to the 

witness stand. 

if you think you will need them. 

You can take your papers with you 

(WITNESS DULY SWORN) 

The witness, WILLIAM F. CONRAD, having first been 

duly sworn, testified as follows: 

DIRECT TESTIMONY 

OF MR. CONRAD: 

HEARING OFFICER SHAPIRO: 

Let me start you off now. 

give us your full name please? 

Would you 
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A William F. Conrad. 

HEARING OFFICER S APIRO: 

And you are the same William F. Conrad 

who identified yourself as an intervenor 

earlier in this action; is that correct? 

A Yes. 

HEARING OFFICER SHAPIRO: 

And you have intervened in opposition to 

the application? 

A Yes. 

HEARING OFFICER SHAPIRO: 

Would you like to tell the Commission at 

this time why you oppose the rates that 

have been proposed by the applicant? 

A Well, yes. Number one, I figure that this 

increase of 300 or better percent is 

outrageous and it is unwarranted because the 

figures that they are presenting to us are 

erroneous in many respect because they are 

not based on actual usage of water. And the 

use--the cost--there is a great deal of cost 

shifting, I believe, of labor, particularly, 

that is they hire men to go down and take 

care of the water plant for an hour or 
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something, and 

used for whatel 

then the rest of the day 

er they want to do arounc 

is 

the 

park. 

that it is unjustified. The sewer rates, I 

have never seen any great deal of maintenance 

used on the sewers since I've been there 

until recently. They did have a truck backed 

up there to empty some of them and there was 

probably a small minimum amount of fix-up 

after the flood and damage and things of that 

nature. But nothing to correspond to 

increasing our sewer rates from $4.00 to $12 

or $13. We have got a wonderful bunch of 

people down there and I think it is a shame 

to throw this at them because they have 

hardly any defenses to refute all these 

figures. We know they are wrong, but we 

don't have any facts other than what I have 

stated. I guess that's it. I'm open to 

questions. 

And that is one reason why I think 

HEARING OFFICER SHAPIRO: 

Let me go this way, Mr. Spenard? 

MR. SPENARD: 

No questions. 
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HEARING OFFICER SHAPIRO: 

Ms. Yunker. 

MS. YUNKER: 

No questions. 

HEARING OFFICER SHAPIRO: 

Mr. Goff? 

MR. GOFF: 

No questions. 

HEARING OFFICER SHAPIRO: 

Thank you Mr. Conrad. Does that conclude the 

case, then, for the intervenors? 

MR. SPENARD: 

Yes, it does. 

HEARING OFFICER SHAPIRO: 

Do you have anything further? 

MS. YUNKER: 

No, sir. 

HEARING OFFICER SHAPIRO: 

Do you wish to make closing statements? 

start with Mr. Spenard. 

MR. SPENARD: 

We will 

As indicated earlier at the beginning of this 

hearing this is an application for emergency rate 

relief. The Attorney General has noted, at least 
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for the sewer division operations, a revision to 

the recommended tariff. 

General's position that the net operating income 

for the sewer division and the net operating 

income for the water division should be reduced by 

approximately one half and that should be the 

opportunity to earn. In this instance, there are 

circumstances that warrant deviation from a 

straight application of the . 8 8  operating ratio 

percentage the Commission has used. Some of those 

include the fact that the evidence in this case 

suggests that the management of this utility did 

not perform maintenance work and that the test 

year maintenance fees are higher, or test year 

maintenance expenses are higher than what 

otherwise would be incurred by a prudent utility. 

so, on a going forward basis the--an adjustment 

should be made. Also, I would note that there was 

testimony by the applicant that there was at least 

some amount of question as to the actual revenues 

being generated by the use of the--of the 

applicant's use of water. A deviation from the 

. 8 8  operating ratio would allow this utility an 

opportunity to earn and it would also balance the 

It is the Attorney 
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interest of the consumers by giving them incentive 

to properly manage the utility--efficiently manage 

the utility that--or request any rate, emergency 

rate, relief granted would reflect our position 

that it should be granted with a lower net 

operating income amount. 

HEARING OFFICER SHAPIRO: 

Mr. Conrad? 

MR. CONRAD: 

I’ve said about what I wanted to say. 

HEARING OFFICER SHAPIRO: 

Okay. Ms. Yunker? 

MS. YUNKER: 

The application and the evidence show that these 

are utilities which are not recovering with their 

current rates their current operating expenses. 

Even without taking into account the point that 

any utility should be permitted to--an opportunity 

to earn, in effect, a net operating income. That 

has been--that is the point, that operating 

expenses are not being covered is undisputed on 

the evidence of this hearing. Furthermore, there 

is no evidence that the test year costs are above 

those of a reasonable or prudently operated 
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utility. 

record is that the usage by the non-utility 

affiliates of the utility has been appropriately 

accounted for in the Amended Staff Report. So, on 

neither of these bases--well, first it would not 

be appropriate to change the operating ratio 

because the expenses weren’t right or the 

estimated revenues were not correct. The 

appropriate response to that, if it were shown, 

would be to correct the expenses or to correct the 

revenues, the estimated revenues coming in. Any 

other fiddling with the operating ratio comes 

dangerously close to what the Public Service 

Commission is not permitted to do, which is that 

it is not permitted to use the rates or the 

calculation of rates in some ways to punish the 

applicant, even if punishment were merited here. 

The evidence shows that the existing management is 

attempting to run this--these utilities on an 

efficient and reasonable basis and that in order 

to do so they must recover at least their 

operating expenses. The evidence in this record 

is that there is a need for rates to go into 

effect on an interim basis. Obviously, the 

There is also the only evidence of 
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request for 

increase coi 

interim rates is so that a rate 

Id go into effect perhaps sooner t..an 

could be managed with a full rate case and a final 

order behind it. I would suggest, however, that 

the--that there is sufficient evidence of record 

for the PSC to proceed to a final order at this 

point and that if it can do so within the next 

month that there is little reason of taking the 

intermediate step of permitting interim rates. 

However, if, and I understand that the 

Commission's own schedule, as well as their review 

of the record, may indicate that further 

consideration or further time is needed. The 

applicant, again, respectfully requests that it be 

permitted to put into effect the proposed rates as 

amended by the revisions to the Staff Report, both 

proposed by the Staff today and with the Attorney 

General's correction be put into effect in the 

interim awaiting that final order. 

HEARING OFFICER SHAPIRO: 

Does that conclude the statements? 

MS. YUNKER: 

Yes. 
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HEARING OFFICER SHAPIRO: 

Mr. Spenard, did I nderstand you earlier to say 

that it is also your feeling that this--the rates 

that are--permanent rates that are established 

be--or that this hearing serve as a vehicle for 

establishing permanent rates if the Commission 

felt it was sufficient? Or do you desire that 

this be limited? 

spot, I thought you might have said that as well. 

I'm not trying to put you on the 

MR. SPENARD: 

Well, upon reflection and to clarify the point 

the--there is an application for an emergency rate 

relief and if the Commission deems it appropriate, 

grant it. At that stage the utility is going to 

earn based upon whatever rates are granted. So, 

in a sense, they are protected or they are allowed 

to go ahead and start recovering that cost. 

at this stage it would not be our desire to go 

ahead and two for one, so to speak, on the interim 

and final order. Just have the interim rate 

relief considered separately from the final order, 

and if it is appropriate to merge the interim into 

the final order that may well be appropriate. But 

at this stage if it had been prior, then I would 

not want to take that position. 

And 

The position 

- 118 - 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

!O 

?1 

!2 

!3 

!4 

would be just to keep each aspect separate. 

HEARING OFFICER SHAPIRO: 

Okay. 

has asked for the opportunity--none of the parties 

have asked for an opportunity to brief; is that 

correct? 

I take it that neither one of the parties 

MR. YUNKER: 

That is correct. 

MR. SPENARD: 

That’s correct, on the issue of the emergency rate 

relief, yes, sir. 

HEARING OFFICER SHAPIRO: 

So, then, that will conclude the hearing. The 

reporter will prepare a transcript of the 

proceedings here today, when that transcript has 

been filed with the Commission the matter will be 

then submitted to the full Commission for its 

consideration and they will issue an order which 

they deem is appropriate based on the evidence. 

If anybody wants a copy of the transcript you can 

get one by making arrangements with the court 

reporter. 

you need to do if you do want one. 

this hearing is adjourned. 

The court reporter can tell you what 

So, with that, 

(OFF THE RECORD) 
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STATE OF KENTUCKY ) 

COUNTY OF FRANKLIN) 

I, VIVIAN A. LEWIS, a Notary Public in and 

for the state and county aforesaid, do hereby certify 

that the foregoing testimony was taken by me at the 

time and place and for the purpose previously stated in 

the caption; that the witnesses were duly sworn before 

giving testimony; that said testimony was first taken 

down in shorthand by me and later transcribed, under my 

direction, and that the foregoing is, to the best of my 

ability, a true, correct and complete record of all 

testimony in the above styled cause of action. 

WITNESS my hand and seal of office at 

Frankfort, Kentucky, on this the 6th day of April, 

1998. 

Notary Public 
Kentucky State-at-Large 

My commission expires: 7-23-01 
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Appendix 
An appendix to an order Of  the 
Kentucky Public Service 
Commission in Case No. 97-5 16 
Dated Feb. 27, I98 
Notice: 
Glenwood Hall Golf and Country 
Club. Water & Sewer Divisions 
(Glenwood Hall), has petitioned 
the Public Service Commission 
for interim rate, relief to increase 
its rates for water and sewer ser- 
vice on an interim basis. The inter- 
im rate request will be considered j 
by the Public Service Commission i 
at a hearing to be held March 23. 
1998 at 9:OO a.m.. Eastern 
Standard Time, in Hearing Room 
1 of the Commission’s Offices at 
730 Schenkel Lane, Frankfort, 
K Y. 
The rates below are the rates pm- 
posed by .  Glenwood Hall. 
However, the Public Service 
Commission may order rates to be 
charges that differ from these pro- 
posed rates. Such action may 
result in rates in this notice. Any 
customer or other interested per- 
son may appear at the public hear- 
ing and proyide comments regard- 
ing Glenwood Hall’s request. 
Water Roposed Rates: 
First 2000 gal.-$21.05 Min. Bill 
Next 8000 gI.-$13.06/1000 gal. 
Over 10,oOO gal.-$~1.04/1000 gd 
Sewer Proposed Rate 
Monthly Rate413.50 



February 19,1998 

Curt Moberg, V.P. 
Glenwood Hall G. & C.C. (Golf & Country Club) 
Box 147 
Peny Park, KY 40363 

.. . 

RE: Water Plant Operations 

Dcar Curt, 

Our staff has rcvicwed your plant operations, set up of the plant, conditions of equipment, 
and state reports filed with Division of Water in Frankfbrt, Kentucky. 

That being said, we feel we can be of assistance to your facility. The following is a brkf 
list of items that will require hcdiatc  attention: 

1 .  AU chemical feed pumps restored to proper *orking order. If not, we can 
provide two loaners for temporary use. 

2. All chemical tanks must be cleaned. 

3. The chlorine teed system is in desperate need of repair to continut "safe" 
opxations. 'this item presents an immediate danger to staff and residents. 

4. A lab inventory must be taken and the proper testing supplies ordered ordered. 
These supp\ics are required for daily lab work. 

S. Several safety hazards need to be a d d r d .  The plant in gcncral is vcry dirty. 
A good scrub and washdown is  needed. 
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The completion of the above items will help to insure safe, campliant operationofthe 
watcr trcatmcnt plant. ltcm #3 Iistcd above must be completed bcforc Controi 
Technologies staff assumes operations of the plank We would estimate cost of repairs for 
this item to be lcss than S~,saQ.OO. 

During my visit to your facility wc discussed sevtral options regarding plant operations 
and utiliratioa of your personnel. Tve given this a great deal of consideration and would 
propose the following: 

1. Control Tcchnologics wiU opcratt the plant 20 daylmomb, bcginning March 2, 
1998. Schedule of operation to be determined. 

2. Control Technologies will assume responsibilityfor.prcparation of monthly 
operating reports and will submit dl required documentation to the Division of 
Water. 

3. Control Technologics will fumish Glenwood Hd with monthly reports of 
operations. 

The fecs for services are as rollows: 

1. Engineering for start-up inspection, safety review, etc. $1,040.00 

2. lnitial set-up, insidlation qffmd pumps, etc. S 650.00 
(2 days @ 16 hrs.~S65.00/hr. 

( 1  day service fee, no cfxuge for use of equipment) 
3. Chlorination system repairs (estimated) $ 375.00 
4. Plant operations: 

A) 129 days/month/$200.00/d~ S4,000.00/month 

B) Division of Water M.O.R. A D.M.R. reports S250.00/mont h 
(Schedule to be.arranbFtd) 

(This is expectcd for 2 months, then Glenwood's 
stfl may elect to prepare.) 

( Roper training of Glenwood's stafF operator.) 
C. Operator training 

No Fee 

The above fees are payable as foUows: - Item's 1,2, & 3 arepayable at the  the agreement is accepted. 
- Item #4 is payable on a monthly basis in advance. - 

(First month due by February 27, 1998.) 
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We look forward to working with you on this project. Should you have any tirrther 
questions, give me a call. 

Sicer el y, 

CONTROL TECHNOLOGIES, INC. 

Mchacl E. Turner 
President 

/ 



, .  
APPENDIX F 

RECOMMENDED RATES 
SEWER DIVISION 

(Revised) 

STAFF REPORT CASE 97-516 

RECOMMENDED RATE 

Monthly Bill $1 3.33 

AG Exh. 2 



L , .  
APPENDIX F . AG Exh. 

STAFF REPORT CASE 97-516 
RECOMMENDED RATES 

SEWER DIVISION 
(Attorney General’s Position) 

RECOMMENDED RATE 

Monthly Bill $12.53 
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COMMONWEALTH OF KENTUCKY 

EXHIBITNO. 
97-576 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF GLENWOOD ) 
HALL GOLF & COUNTRY CLUB, 1 
WATER & SEWER DIVISIONS FOR A ) CASE NO. 97-516 
RATE ADJUSTMENT PURSUANT TO 1 
807 KAR 5076 FOR SMALL UTILITIES ) 

AMENDED 

STAFF REPORT 

Prepared by: Jack Scott Lawless, CPA 
Auditor, Financial Audit Branch 
Division of Financial Analysis 

Prepared by: Brent Kirtley 
Public Utility Rate Analyst 
Communication, Water and Sewer 
Rate Design Branch 
Division of Financial Analysis 



AMENDED STAFF REPORT 

GLENWOOD HALL RESORT & COUNTRY CLUB 

CASE NO. 97-516 

A. Preface 

On December 22, 1997, ICH Corp. dba Glenwood Hall Golf & Country Club 

(“Glenwood”) filed its application seeking to increase its water and sewer rates pursuant 

to 807 KAR 5076, the Alternative Rate Adjustment Procedure for Small Utilities. 

Glenwood’s proposed rates would produce an increase in normalized operating water 

and sewer revenues of $71,736.54 and $21,080.97, respectively. The Commission Staff 

(“Staff‘) issued a report on February 3, 1998, which recommended that Glenwood’s 

requested rates be approved. Subsequent to the issuance of Staffs report, it came to 

Staffs attention that water usage had been understated, which resulted in $1,360.11 

being inadvertently omitted from normalized operating revenues. Therefore, Staff is 

amending its original report. 

B. Amendments to Staffs Recommendations 

Operating Revenues 

Staff conducted a billing analysis using Glenwood’s billing records for the twelve 

month period ending October 31, 1997. Through this analysis Staff determined that 

normalized metered water sales should be reported at $25,398.76. However, it came to 

Staffs attention that water usage for certain club facilities such as the pool and 

clubhouse had been understated. Staff utilized meter readings from the twelve months 

ended January 31, 1997, for those select facilities to better reflect normalized water 



usage. The additional water usage increased normalized metered water sales by 

$1,360.11 to $26,758.87. This amendment is included in the revised pro forma 

operating statement for the water division which is attached hereto as Appendix A. Staff 

has also amended and attached hereto Appendix D which shows Staffs cost of service 

study for the water division and Appendix E which includes Staffs recommended rates 

for water service. 

C. Siqnatures 

,.’ .A .5dm & 2 A 4 r y ? c  
Predared By: Jack Scott Lawless, CPA 
Auditor, Financial Audits Branch 
Division of Financial Analysis 

Prepared By: Brdnt Kirtleyf 
Public Utility Rate Analyy 
Communications, Water and Sewer 
Rate Design Branch 
Division of Financial Analysis 



Operating Revenues 
Metered Water Sales 

Operating Expenses 
Gasoline 
Licenses and Fees 
FICA Expense Employer 
FUI Expense Employer 
SUI Expense Employer 
Workers Compensation 
Professional Fees 

Postage 
Recruiting Expense 
Repairs and Maintenance 

Salaries and Wages (Benefits) 

h .  . .  
APPENDIX A 

PRO FORMA OPERATING STATEMENT (WATER DIVISION) 
AMENDED STAFF REPORT CASE NO. 97-516 

Contract Labor 
Supplies 
Telephone 
Auto and Travel 
Miscellaneous and General 
Utilities - Electric 
Utilities - Gas 
Depreciation 

Total Operating Expenses 

Net Operating Income 

Test 
Year 

12 months 
Ended 

1 013 1 I97 

-. 26,758.87 

1,147.03 
110.00 

1,001.46 
61.40 

324.75 
859.86 

18,391.83 

33.23 
88.96 

50,146.96 

15,325.00 

627.00 
6,260.42 

249.00 
176.31 
507.19 

8,265.72 
187.68 
123.48 

~~ 

103,887.28 - 

Pro forma 
Adjustments Operations Adjustments 

(1,147.03) 

(1,001.46) 
(61.40) 

(324.75) 
(859.86) 

(6,138.51) 
( 1 0,39 1.40) 
(1,312.01) 

(1,411.96) 
(1 0,728.46) 
(10,499.03) 
(15,325.00) 
31,348.66 

(627.00) 
(925.76) 

9,342.24 

1,654.52 

26,758.87 70,376.43 - ~~ -~ ~~~ 

0.00 
1 10.00 

0.00 
0.00 
0.00 
0.00 

549.91 
33.23 
88.96 

27.507.50 

31,348.66 
0.00 

5,334.66 
249.00 
176.31 
507.19 

17,607.96 
187.68 

1,778.00 

(18,408.21) 85,479.07 0.00 ~ _ _ _ _ _ ~ _ _ ~  _ _ _ ~ .  

Pro forma 
Operations 
Proposed 

Rates 

97,135.30 

0.00 
11 0.00 

0.00 
0.00 
0.00 
0.00 

549.91 
33.23 
88.96 

27,507.50 

31,348.66 
0.00 

5,334.66 
249.00 
176.31 
507.19 

17,607.96 
187.68 

1,778.00 

85,479.07 ~- -~ 

(77,128.41) 18,408.21 (58,720.20) 70,376.43 11,656.24 
_ _ _ _ _ - _ _ - . ~ . - _ _ _ . _ ~ _  -___~ ~~ - 



Salaries and Wages 
Postage 

Recruiting expense 
Repairs and Maintenance 
Electric 
Operating Ratio 
S u b-Total 

Allocation Percentage 
License & Fees 
Professional Fees 
Supplies 
Telephone 
Travel 
Gas 
Miscellaneous 
Su b-Total 

. . .  
APPENDIX D 

COST OF SERVICE STUDY 
WATER DIVISION 

AMENDED STAFF REPORT CASE 97-516 

TOTAL 
31,349 

33 

89 
27,508 
17,608 
11,656 
88,243 

100.00% 
110 
550 

5,335 
249 
176 
188 
507 

7,115 

Total Operation and Maintenance 95,358 

Allocation Percentage 
Depreciation Expense 

100.00% 
I ,778 

REVENUE REQUIRED FROM RATES 97,136 

Actual Usage 

Weighted Usage 

COMMODITY 
DEMAND 

CUSTOMER 
Customer Allocation 
Number of Bills 

PROPOSED RATE SCHEDULE 

total gallOns first 2.OQO 
6,642,030 2,707,515 
100.00% 40.76% 

8,627,934 4,061,273 
100.00% 47.07% 

17,608 7,178 
63,075 2gam 

l L453  
53,321 
2,726 

first 2,000 
19.56 

minimum 
bill 

COM.MODITY 

17,608 

I 7,608 

17,608 

17,608 

next 8.000 
2,528,586 

38.07% 

3,160,733 
36.63% 

6,703 
23,107 

29,810 

next 8,000 
11.79 

per 1000 
gallons 

DEMAND CUSTOMER 

33 
22,432 8,917 

89 
27.508 

5,828 5,828 
55,768 14,867 

78.95% 
87 

434 
4,212 

197 
139 
148 
400 

5,617 

21.05% 
23 

116 
1,123 

52 
37 
40 

107 
1,498 

61,385 16,365 

95.00% 5.00% 
1,689 89 

63,075 16,453 

over 10.000 
1,405,929 

21.17% 

1,405,929 
16.30% 

3,727 
10,278 

14,005 

over 10,000 

per 1000 
gallons 

9.96 

53,321 .OI 29,809.83 14,005.1 7 $97,136.00 



, .  * .  

APPENDIX E 

RECOMMENDED RATES 
WATER DIVISION 

AMENDED STAFF REPORT CASE 97-516 

RECOMMENDED RATES 

First 2,000 Gallons 
Next 8,000 Gallons 
Over 10,000 Gallons 

$19.56 Minimum Bill 
11.79 Per 1,000 Gallons 
9.96 Per 1,000 Gallons 
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